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Preferred Protection 


For Man and Motor 


KELKEEKELEEE 


Our Preferred Policy literally surrounds both “Man 


S\_5\_1..)) 


and Motor” with protection and service. 


its important features: 


Pays for injury or death to others. 


Pays costs of defending suits occasioned by 
such accidents. 


Pays interest on judgment and costs of suit. 

Pays first-aid medical and surgical service. 

Pays for injury suffered by car from col- 
lision. 

Pays for injury to the property of others 
from collision. 


Pays 
Pays 
Pays 
Pays 
Pays 
Pays 


for injury to car from fire. 

for stolen car. 

for stolen tires and other accessories. 
estate $5,000.00 for loss of life. 
insured $5,000.00 for loss of both feet. 
insured $5,000.00 for loss of both 


hands. 

Pays insured $5,000.00 for loss of both 
eyes. 

Pays insured $5,000.00 for loss of one hand 
and one eye. 


Pays insured $5,000.00 for loss of one foot 
and one eye. 


Pays insured $5,000.00 for loss of one hand 
and one foot. 


Pays insured $2,500.00 for loss of sight to 
one eye. 


MICHIGAN 
LIABILITY 





These are 


Pays insured $2,500.00 for loss of either 
hand. 


Pays insured $2,500.00 for loss of either 
foot. 


Pays insured $25.00 weekly indemnity. 


Pays insured $100.00 to defray cost of 
reaching care of friends. 


Pays for starting stalled car. 

Pays for towing stalled car. 

Pays for changing of tires. 

Pays for delivery of gas to stalled car. 

Pays for delivery of battery to stalled car. 

Pays telephone charges to nearest garage. 

Pays public bus fare to nearest garage. 

Gives maps and touring information. 

Gives hotel and campsite information. 

Gives auto shipping information. 

Gives routing anywhere. 

Gives legal advice on ownership of car. 

Gives legal advice on operation of car. 

Gives assistance in securing operating 
license and plates. 

Gives assistance in securing driver’s license. 


Gives assistance in securing certificate of 


MUTUAL 
COMPANY 





Resources Sates YK nee Dividends 
More Than President More Than 
$3,000,600.00 Emergency Road Service $2,500, 000.00 


Day or Night 
Cadillac 9767 


Branch Offices 


Grand Rapids, Lansing, Saginaw, Port Huron, 
Flint, Kalamazoo, Pontiac, Jackson, Munising. 


Home Offices, Detroit 
1200 General Necessities Bldg. 
Telephone Cadillac 9761 


Mutual Hospital, Detroit 


2730 East Jefferson Ave. 
Telephone Edgewood 4240 


Workman’s Compensation, Automobile, Group Health and Accident and other Casualty Lines 
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The Mill Mutual Group 


HAS INSURANCE AT RISK OF 


One and a Half Billion Dollars 


FAIR DEALING—the prompt payment of losses and excep- 
tional service to policyholders—is the thirty to fifty year record 
of the members of this group. 


The MILL MUTUALS insure the 
best risks of almost every class 


If you wish insurance service, and insurance at a lower cost, 
write any of the following: 


Millers National Insurance Co....................0..0..0.200..002----- Chicago, IIl. 
Western Millers Mutual Fire Insurance Co.......Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........................... Columbus, Ohio 
Michigan Millers Mutual Fire Insurance Co.......Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co............. Des Moines, Iowa 
Millers Mutual Fire Insurance Co......................... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co.......Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association...................... Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co.....Indianapolis, Ind. 


Mutual Fire Prevention Bureau 
230 E. Ohio Street 
Chicago, Illinois 


(Operated by the Mill Mutuals) 
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Service to Policy Holder 
Our First Consideration 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


© RES ae 


Offices From the Atlantic to the Pacific 


g Gale & Stone, Boston. Justin Peters, Philadelphia. ™ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco. 
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At the University of Pennsylvania—Wharton School of Finance and Commerce at Right 


Schedule and Insurance Rating 


Relating to Workmen’s Compensation Insurance in 


HE Workmen’s Compensa- 

tion rates which are published 

in the rate manual represent 
the average cost for each given 
risk classification but make no 
allowance for differences existing 
between the various risks within 
any given classification. Since no 
two risks of any one classification 
are exactly alike schemes have been 
devised to reflect the differences 
between the hazards in an indi- 
vidual risk and the hazard in the 
classification as a whole. Any plan 
which accomplishes this object is 
called merit rating and is usually 
divided into schedule rating and 
experience rating. 


In most states such rating is 
taken care of by the same organ- 
ization that makes the manual 
rates, namely, the National Coun- 
cil on Workmen’s Compensation. 
Pennsylvania being a large indus- 
trial state is in a position to make 
‘its own rates from its own expo- 
sure. Consequently a_ separate 
rate-making organization known 


BY HARRY J. LOMAN 


Professor of Insurance, 
Wharton School of Finance and Commerce, 
University of Pennsylvania. 


as the Pennsylvania Compensation 
Rating and Inspection Bureau cal- 
culates all the compensation rates 
for Pennsylvania risks, subject to 
the approval of the Insurance 
Commissioner. This organization, 
which is maintained by the com- 
panies writing compensation busi- 
ness in Pennsylvania, has used 
methods of rate-making which are 
somewhat different from those 
adopted by the National Council 
and in some respects not so com- 
plicated. These remarks apply to 
the manual rates as well as the 
merit rates although the scope of 
this paper is limited to the latter. 
In the explanations which follow 
attention will be given to merit 
rating for manufacturing industries 
only, although separate plans of 
schedule rating have been devised 
for quarries and coal mines. 


The State of Pennsylvania 


Schedule Rating 


CHEDULE rating in compensa- 

tion insurance may be described 
as a method of measuring the in- 
fluence of certain specific physical 
hazards on accident cost. Such 
measurement usually begins with a 
prescribed “standard.” The “stan- 
dard” may be on one of several 
bases, i. e. a perfect risk may be 
assumed as the “standard” in which 
case the schedule values would 
consist of charges entirely, or a 
very poor risk may be assumed as 
“standard” in which case all the 
items would be credits, or the av- 
erage risk may be assumed as 
“standard” in which case there will 
be both debits. and credits. 

Strictly speaking, the system 
of schedule rating manufacturing 
risks in Pennsylvania is not on any 
one of these bases although it re- 
sembles the first method, especially 
insofar as it assumes that imper- 
fect guarding and other physical 
defects cause the accidents. Briefly 
the subject is approached by ascer- 
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taining the “compensation values” 
of certain physical conditions and 
charging them against the estab- 
lishments where they are found. 
This procedure necessitates an ad- 
justment in the manual rate for 
each classification because these 
compensation costs arising from 
specitic physical hazards have al- 
ready been included in the manual 
rate. The adjustment referred to is 
reflected in a so-called “minimum 
rate” which is ascertained for each 
classification subject to schedule 
rating. The use of this “minimum 
rate” in connection with the sched- 
ule is so interwoven with the basic 
elements of the scheme that the 
“minimum rate” will next be 
described. 


The “Minimum Rate” in Penn- 
sylvania Schedule Rating 


As indicated above schedule rating 
in Pennsylvania is unique in that it 
does not assume an “average” or 
a “normal” risk as a basis. Instead 
it assumes that no such thing as an 
“average” or “normal” risk exists. 
This is in accordance with actual 
fact inasmuch as an “average” risk 
exists only in a statistical sense. 
Nevertheless such statistical aver- 
age has been used extensively as a 
convenience by means of which 
schedule rating might be applied. 
Since this “convenience” has been 
discarded in Pennsylvania let us 
examine the device which takes its 
place. 

It has been explained already 
that schedule rating is supposed to 
equitably adjust the difference in 
hazard which any given plant in 
any rate classification possesses as 
compared with another risk in the 
same classification. To accomplish 
this by schedule rating it is neces- 
sary to know the accident cost of 
the various physical features found 
in a plant. An analysis of acci- 
dents and their costs and causes in 
Pennsylvania has revealed that the 
failure to properly guard any given 
kind of machine, power transmis- 
sion, elevators, etc., results in a 
certain amount of .compensation 
payments regardless of the indus- 
try in which the unguarded ma- 
chine or other defective condition 
is found. Thus it has been ascer- 
tained that the failure to properly 
guard the driving mechanism of a 
“paper manufacturing machine” 
will cost $.55 in compensation pay- 
ments in one year’s time, and-that 
the failure to guard the point of 
operation of a “dough mixer” will 
cost $10 in compensation payments 
per year and an elevator not en- 
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closed on three sides will cost $2, 
etc. 
20s 


HEN this system of valuation 

is applied to a risk classifica- 
tion as a whole, a series of defects 
is bound to give rise to a charge 
which should be added to the 
premium. However, we must make 
allowance for the “credits”. These 
may arise from “Safety Organiza- 
tion” or “First Aid” and to a large 
extent counterbalance the charges, 
although they seldom will exceed 
the charges. In fact, in most classi- 
fications this procedure results in 
an excess of charges over credits. 
If we add this excess of charges to 
the manual rate it will produce a 
total premium income in excess of 
that which would be obtained from 
the manual rate alone. Thus it 
was found in “Furniture Mfg.” 
that the total charges of all sched- 
ule rated risks in this classification 
amounted to $21,194 and the credits 
to $10,102 on the payroll of 
$231,206 (00 omitted) or $21,194 
minus $10,102 equals $11,092 extra 
income above the manual rate. 
However, sufficient total income 
can be derived from the use of the 
manual rate, hence a method must 
be devised to prevent the collection 
of this extra income. This has been 
accomplished by calculating the 
amount per $100 of payroll which 
would be collected because of this 
deviation and then subtracting such 
amount from the manual rate in 
order to produce the “minimum 
rate” to which charges may be 
added without reproducing a pre- 
mium income in excess of that 
which would be derived from the 
manual rate. For example, the ex- 
cess of $11,092 on.Furniture Mfg. 
is found to be $.05 per $100 of pay- 
roll ($11,002, divided by $231,206, 
equals $.05). The manual rate for 
Furniture Mfg. for 1927 is $.80. 
Therefore $.05 is subtracted from 
$.80 leaving $.75 as the “minimum 
rate” to which the net charge or 
credit of individual risks is to be 
applied. (This so-called “minimum 
rate” should not be confused with 
the minimum premium.) 


If this allowance of $.05 had not 
been made we would have had a 
duplication of accident cost in the 
premium because the manual rate 
includes the cost of all accidents 
in the classification and if we 
would add the charges for specific 
accidents the same accident costs 
would be counted twice. Hence 


the use of this device known as a 
“minimum rate” which adjusts the 





premiums from schedule rated 
risks so as to avoid the collection 
of extra premium income from a 
classification as a whole. 

From the foregoing discussion it 
would seem perfectly logical and 
fair to increase the manual rate 
for those few classifications which, 
as a whole, have an excess of cred- 
its over the charges. If this were 
done the “minimum rate” would 
be higher than the manual rate and 
small payroll risks which are not 
subject to schedule rating would 
get a rate lower than the minimum 
rate used for the larger risks sub- 
ject to schedule rating. Moreover 
the smaller risks would in all 
probability have a greater propor- 
tion of defects than the large risks. 
Obviously then, for practical rea- 
sons, the “minimum rate” can 
never be higher than the manual 
rate. 


Divisions of the Pennsylvania Manu- 
facturing Schedule. 


LL risks of a certain general 
nature have groups of hazards 
which are similar. With this in 
mind the general hazards or physi- 
cal characteristics affecting them 
have been grouped as follows for 
manufacturing risks: 

A. Machines. — Every machine 
must be listed separately and a flat 
charge is made for each machine 
whose driving mechanism is not 
guarded to standard. A separate 
charge is made for any other mov- 
ing parts which are not guarded 
to standard. It will be observed 
this division considers the hazard 
as it affects both the operator of 
the machine and the other em- 
ployees. 

B. Point of Operation—This is 
exclusive of the charges made un- 
der “machines” and relates only to 
the point of operation of special 
hazard as it affects the operator 
of the machine. Flat sums have 
been assigned and vary according 
to the kind of machine. 

C. Power Transmission. — This 
includes all mechanical means of 
transmitting power from the prime 
mover up to, but not including 
belts, gears, chains or other similar 
devices running io a single machine 
as these are already considered in 
the driving mechanism of the ma- 
chine. This heading is divided into 
(1) belts, (2) gears, and (3) pro- 
jections. 

D. Elevators—tThe charges to be 
made against elevators are separated 
into 














1. Shaftways without locks on 
all entrance gates. 


2. Entrance gates not stan- 


dard. 

3. Car not enclosed to stan- 
dard. 

4. Shaftway not enclosed to 
standard. 


E. Safety Organization—If the 
safety activities of an establishment 
are conducted according to the pre- 
scribed standards they may obtain 
credits to the entire payroll as fol- 
lows : 


1. Complete safety organiza- 

tion—10% of rate. 

Supervision and Inspection 

Service—7% of rate. 

3. Inspection Service—5% of 
rate. 

4. Education—1% of rate. 


F. First Aid—lIf there is pro- 
vision for first aid in accordance 
with the prescribed standards the 
following credits may be applied 
to the entire payroll. 


1. First aid—1% of rate. 


2. 
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2. Plant Dispensary—3% of 
rate. 
3. Plant Emergency Hospital 
—5% of rate. 
G. Eye, Foot and Leg Protection 
(for Foundry Employees only). 


Valuation of the Items in Each 
Division. 

ACH of the first four divisions 

are subject to charges if they 
do not comply with the standards 
of guarding which have been pre- 
scribed. The problem then is to 
go through each item and deter- 
mine whether it meets the stan- 
dard or not. If it does not a 
charge is made against the specific 
defect. As previously indicated 
the amount of these charges has 
been determined by an examina- 
tion of causes of accidents and the 
cost of these accidents. Thus it 
has been found that the failure to 
guard the transmission of a wood- 
working machine has cost on the 
average $0.40 of compensation and 
that the failure to guard the point 
of operation on the same kind of 
machine has cost $8.00 in compen- 
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sation payments. Values have been 
assigned in this manner to all kinds 
of machines. Hence all the inspector 
has to do is list the machines as he 
finds them and indicate whether they 
are guarded or not. The charges to 
be made against each can then be 
taken from the rating schedule and 
extended in the office. It should be 
observed that each of the charges 
in these four items is in the form 
of a flat sum. The remaining 
items, “Safety Organization” and 
“First Aid” to a large extent, have 
been assigned judgment values. 
These it should be noted are cred- 
its and are applied to the entire 
payroll. The use of credits in this 
case is for the purpose of encour- 
aging accident reduction and since 
an establishment as a whole de- 
rives benefit from such methods 
the credit is in the form of a per- 
centage and applies to the entire 
payroll. “Eye, foot and leg pro- 
tection” applies to foundry em- 
ployees only and a_ percentage 
charge is made if this protection is 
not used. 











A Dormitory Archway At Pennsylvania 





Rating 


(Continued from previous page) 


Eligibility to Schedule Rating 


N order for a risk to be schedule 
rated it must be in the “list of 
Classifications Subject to Schedule 
Rating” and develop a premium 
of not less than $100 at manual 
rates on a payroll of not less than 


$10,000. 


Ascertaining the Net Charge or 
Credit on a Given Risk. 


Let us suppose the “X” Manu- 
facturing Company, which is listed 
in the manual as a Machine Shop, 
has an average two-year payroll of 
$2080. (00 omitted). Since the 
manual rate on this classification 
is $0.95 the manual premium would 
be $1976. An inspection of the 
plant results in the following: 

A. Machines Premium Charge 
81 machines with driv- 
ing mechanism un- 
guarded .................. 29.30 
5 machines with 
other moving parts 








unguarded .............. 1.25 
B. Point of operation 
6 machines with point 
of operation un- 
OS ESSE ee 14.50 
C. Transmission 
8 unguarded belts .... 1.40 
D. Elevator 
1 car not enclosed to 
a eee re 2.00 
Total charges .............. 48.45 
Credits 
E. Safety Organization 
1% Credit—1% of 
manual premium 
CRETE cicicrsdndecnnbecincenc 9.76 
F. Hospital and First Aid 
1% Credit—1% of 
manual premium 
CRURD: Sciisteiscotnineens 19.76 
Total Credits ............ $39.52 


The total credits of $39.52 are 
now subtracted from the charges 
of $48.45 and this leaves a net 
charge of $8.93. We next find what 
this charge is in terms of the aver- 
age annual payroll. $8.93-—2080= 
$.004 charge. This, however, is 
not applied to the manual rate, but 
to what has been described previ- 
ously as the “minimum rate.” 
“Machine Shops” is a classification 
which, as a whole, has more credits 
than debits and therefore the mini- 
mum rate is the same as the man- 
ual rate of $95. Adding the 
charge of $.004 to $.95 we have 
$.954 as the schedule adjusted 
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rate. This is now expressed in 
terms of manual rate. This it may 
be seen is 100% (to the nearest 
whole number) in this case. 


Advantages and Disadvantages of 
Schedule Rating. 


HE principal advantages of 
this method of merit rating 
may be summarized as follows: 

1. It adjusts the inequities aris- 
ing out of differences in physical 
hazards between different risks in 
a given classification. 

2. It directs attention to specific 
defects and thus gives the insured 
an opportunity to make improve- 
ments and reduce his insurance 
rate. 
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perience rating. This provides for 
a modification of the rate depend- 
ing on whether the experience of 
a given risk is favorable or unfa- 
vorable when compared with the 
others in the group. It will be 
seen that such a plan contemplates 
the inclusion of the intangible 
causes of accidents or the so-called 
“Morale” items. 


Qualifications for Experience Rating 
in Pennsylvania. 

Every risk for which the pre- 
mium developed by the payroll for 
the experience period at current 
manual rates if $1000 or more shall 
be subject to “Experience Rating.” 
The “Experience period” is the 
five policy years preceding the cur- 
rent policy period or so much 
thereof as the risk shall have been 
insured by an authorized carrier, 
but in no case to be less than two 
full policy years preceding the cur- 
rent policy period. 

Experience Rating Procedure in 
Pennsylvania. 


The modification of the rate is 
expressed in a percentage. This is 
arrived at by a formula and the 
percentage is then applied to the 
manual or schedule rate as the case 
may be. The formula referred to 
is as follows: 

Realized Losses — Expected Losses. 











3. Directs attention to the causes 
of accidents and shows where to 
direct accident prevention activi- 
ties. 


The disadvantages are: 

1. The determination of the exact 
values of the various physical haz- 
ards is practically impossible. 

2. There are some risks such as 
“contractors” which cannot be sub- 
ject to schedule rating. 

3. There are many intangible 
factors included in the causes of 
accidents and since these “morale” 
items cannot be measured in terms 
of physical hazards the system is 
incomplete. 

4. New “compensation values” 
must be ascertained whenever the 
benefit schedule is revised. 


Experience Rating. 


N view of the disadvantages of 
schedule rating which have just 
been given it has been found neces- 


‘sary to supplement it with another 


form of merit rating known as ex- 


Expected Losses. 
X is given percentage of Credibility 

This formula needs further ex- 
planation. 

“Realized Losses” are the actual 
reported losses of a given risk 
translated to the 1927 rate level. 
That is, the actual loss payments 
which were made over the experi- 
ence period! (i. e. the 5 preceding 
policy yéars) are classified accord- 
ing to (I) Deaths and Permanent 
Totals; (2) Major Permanents; 
(3) Minor Permanents; (4) Tem- 
porary Compensation; and (5) 
Medical. 

The Deaths and Permanent To- 
tals are then valued at an average 
cost figure of $2700 per case if the 
present manual rates when applied 
to the payroll for the entire experi- 
ence period equals or exceeds $80,- 
000 of premium. For risks with 
less than $80,000 premiums for the 
experience period a graded scale 
of values has been adopted indicat- 
ing the maxium value to be used 
for any one accident. Thus if the 


current manual rate when applied 
to the payroll for the experience 
period yields only $1000 the maxi- 
mum value of any one accident is 


$600; for $2000 of premium the 
(Continued on page 29) 
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Public Liability Insurance 


Needed Protection Which Is Often Overlooked by the Business Man Who 
Has Not Thought the Situation Through 


VEN he who 
skims may read 
daily of the in- 
creasing gener- 
osity of courts 
and juries with 
other people’s 
money. Verdicts 
in success ful 
suits for dam- 
ages arising out 
of the legal 
responsibility of 
one person for 
the safety and 

well-being of ail others are mounting 

with perceptible speed. A casual ex- 
amination of a single current issue of 
one insurance journal, not hand- 
picked, reveals one award in Hous- 
ton, Texas, of $38,000 for the death 
of a husband and father of three chil- 
dren, and another of $15,000 against 

a New York dentist for permanent 

injuries to the mouth of a patient, 

which the court held to be “not 
excessive”. 

It is the function of public lia- 
bility insurance in general, to pro- 
tect the earnings, past, present and 
future, of an individual or a busi- 
ness, from the tremendous shock 
of having to meet losses such as 
these. And because the successful 
verdict is not the only source of 
possible loss, the public liability 
policy goes a great deal further 
than mere indemnity for court 
awards. Among other promises 
the company makes in the contract 
with the insured called the policy, 
it includes one which for practical 
purposes is every bit as important 
as the promise to indemnify: the 
premise to defend all suits in the 
name of the insured. In every re- 
spect, in short, the company steps 
into the place of the insured and 
relieves him from all worries con- 
nected with at least one hazard of 
business or existence, 








Oona 


HAT is this hazard? Stated 

simply it is the possibility 
that the individual, either himself 
or acting for others, will violate, 
in some way or another, the funda- 
mental doctrine of the law of negli- 
gence, which makes every man his 
brother’s keeper. Every man must 
always act as a reasonably prudent 
person would, nor may he do any- 


By C. A. KULP 


Professor of Insurance. 
Wharton School of Commerce. 
University of Pennsylvania 


thing which a reasonably prudent 
person would not do. Negligence 
law of course is concerned only 
with the non-intentional, non-con- 
tractual wrongs committed by the 
individual, and thus offers no juris- 
diction for actions corrected re- 
spectively by the criminal and 
civil branches of the law. But be- 
tween the positive and negative 
limits set by this apparently sim- 
ple code, the individual has pre- 
sented to him literally limitless op- 
portunities to get into trouble, and 
entirely innocently. The owner or 
general lessee of an office building 
is held legally responsible if he has 
failed to maintain stairways, ele- 
vators and sidewalks in safe re- 
pair; the contractor erecting a new 
hotel or office building is responsi- 
ble for the acts of every one of his 
workers; for rivets dropped on 
passersby, for holes left uncov- 
ered on the street or sidewalk, for 
material piled in the way of pedes- 
trians ; the manufacturer for in- 
juries caused by his machines, 
animals, vehicles, and sidewalks 
surrounding his premises. The 
automobile owner takes his finan- 
cial life into his hands every time 
he leaves his own home. Every 
home owner is liable for injuries 
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to all persons whom he invites or 
tolerates on his property. The 
“movie” owner is liable to his cus- 
tomers to use care; the golfer is 
liable for the erratic flight of his 
ball; even the manufacturer for 
spoiled, tainted or otherwise defec- 
tive products causing harm to the 
consuming public. The number of 
legal damage-causing possibilities 
is endless, and for the business of 
any size is intensified by the fact 
that every employer is liable for 
the acts of his workers, exactly as 
for his own. 


oon 


S the casualty insurance busi- 
ness is at present organized, 
there is no single policy cover for 
all the public liability hazards. 
Public liability insurance is a gen- 
eric term, and comprises a whole 
family of third party covers in ad- 
dition to those we shall discuss un- 
der the heading of “Miscellaneous.” 
For example, the workmen’s com- 
pensation hazard is excluded 
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(workmen’s compensation is really 
a form of liability, the difference 
being that liability is determined 
by special statute) because this 
hazard is so important as to de- 
mand entirely separate treatment. 
Likewise the hazard of legal lia- 
bility for injuries to others arising 
out of the ownership, possession or 
use, of automobiles; of steam boil- 
ers, flywheels and electrical ma- 
chinery; and of aircraft, for all of 
which, in recognition of their size 
or peculiar underwriting problems, 
there are individual covers. Again, 
strictly speaking, miscellaneous 
public liability insurance covers 
only loss and/or expense arising 
through the legal liability of an 
individual for injuries to the persons 
of others, excluding legal liability 
for property damage resulting from 
negligent acts. Nevertheless, because 
property damage liability covers are 
complementary to corresponding 
public liability policies, we shall, for 
the sake of completeness, note them 
in the following description. 

Just as public liability insurance 
is divided into a number of non- 
competing lines, so miscellaneous 
public liability insurance embraces 
many different types of policies, 
depending on the particular hazard 
involved. No single insured could 
pay for complete miscellaneous 
public liability protection, no sin- 
gle insured has need of it. The 
various policies may conveni- 
ently be classified from either of 
two viewpoints: (1) Depending 
whether the legal liability assumed 
by the policy is direct or indirect; 
and (2) depending on the occupa- 
tional characteristics of the hazard. 

The following is a list of these 
hazards, briefly described, each of 
which is covered by a policy bear- 
ing a corresponding title: 


I. Direct Liability 
(1) Manufacturers’ Public Liabil- 


ity—Issued to manufacturers and 
covers the responsibility of the in- 
sured for his own acts and those of 
his employees. It covers all injuries 
caused on the insured’s premises by 
his machines (excluding elevators), 
animals, vehicles and_ sidewalks. 
Many persons on all sorts of busi- 
ness are in and about the premises 
of the manufacturer daily, including 
applicants for employment, salesmen 
and collectors, customers, delivery 
men and visitors. To all of these 
the manufacturer owes a duty to use 
care. A leading characteristic of all 
miscellaneous public liability covers 
should be noted ; each policy excludes 
coverage of hazards afforded by 
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other miscellaneous or other public 
liability lines. The manufacturers’ 
policy, for example, excludes liabil- 
ity for aircraft, automobiles, eleva- 
tors, teams, products and contracts 
(the last four to be described pres- 
ently). 

(2) Contractors’ Public Liability. 
—This is issued to general and build- 
ing contractors, public utility and 
mining companies, and to manufac- 
turers who install their machines or 
other products in the place of busi- 
ness of their customers. Covers gen- 
erally the same hazards as the 
manufacturers’ form. 
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(3) Owners’, Landlords’ and Ten- 
ants’ Public Liability—Covers the 
hazards confronting owners and 
lessees of mercantile premises, office 
buildings, hotels, restaurants, schools, 
hospitals, churches, clubs and the 
like. The name commonly given this 
policy is that of “general liability”. 
The elevator hazard may or may not 
be included. 

(4) Elevator Liability—Issued to 
owners, landlords and tenants of 
properties with elevator facilities. It 
is usually covered under the owners’, 
landlords’ and tenants’ form, except 
when different amounts of insurance 
are requested for each, in which case 
different policies are issued. 

(5) Teams’ Liability—Issued to 
the owners or users of teams, bi- 
cycles, handtrucks, push carts, and 
saddle horses. The specific leading 
hazards are those due to careless 
driving or loading, defects in vehicle 
construction, etc. 


(6) Theatre Public Liability. — 
The owners or lessees of theaters 
and motion picture houses, opera 
houses and other properties used 
in the amusement business (exclud- 





ing dance halls, bowling alleys and 
the like which are insured under 
owners’, landlords’ and tenants’). 

(7) Product Public Liability. — 
Every manufacturer, retailer, aud 
eating place proprietor is legally lia- 
ble for losses arising from the con- 
sumption, handling or use of his com- 
modities. The following are among 
the most important types of risk eligi- 
ble for the insurance: Bakeries, boot 
and shoe manufacturers, canneries, 
cigar and cigarette manufacturers, 
packing houses, restaurants, and re- 
tail stores handling drugs, delicates- 
sen, meats, etc. 

(8) Sports Liability. — This is 
issued to persons who desire protec- 
tion against damage resulting from 
their legal liability for accident by 
reason of practice or participation in 
a game of golf, baseball, basketball, 
football, hockey, polo, tennis or any 
other athletic sport or games. A 
separate policy covering the golf 
hazard only is increasingly popular. 

(9) Professional Public Liability. 
—Issued to physicians, surgeons and 
dentists to cover their liability for 
“malpractice, error or mistake com- 
mitted or alleged to have been com- 
mitted by the assured in the practice 
of his profession or by any assistant 
while acting under the assured’s in- 
structions.” Criminal acts are of 
course excluded and acts com- 
mitted while under the influence of 
intoxicants or narcotics. 


(10) Contractual Public Liability. 
—Certain individuals and businesses 
assume liability by terms of a con- 
tract, as the assumption of responsi- 
bility by a manufacturer for the con- 
sequences of all accidents occurring 
on a spur of a railway line. Such 
a contract relieves the railway com- 
pany; for the manufacturer to be 
similarly relieved he needs a con- 
tractual liability policy. 


(11) Residence and Farm Em- 
ployer’s Public Liability—Farm la- 
borers in every state but one are 
excluded from the benefits of the 
state compensation act. To cover this 
farm labor hazard is a primary rea- 
son for the residence and farm em- 
ployer’s policy, although it covers the 
public liability hazard as well. 


2. Indirect Liability. 


The distinguishing characteristic of 
the indirect public liability covers is 
that they protect against a hazard 
which is contingent rather than im- 
mediate. 

(1) Contractors’ Contingent (Pro- 
tective) Public Liability—This is 
sold to an individual, firm, or cor- 
poration engaged in construction 











work for another under contract. A 
direct liability policy is not complete 
insurance of all the liability hazards 
confronting the manufacturer. It 
covers only accident due to the acts 
of the insured or his workmen. [re- 
quently, indeed usually, the sub-con- 
tractors on the job are not insured, 
and in event of action for damages 
for the acts of the sub-contractor or 
his workmen, joint suit may be in- 
stituted against both the principal 
contractor and the sub-contractor. It 
is this contingent hazard which forms 
the subject matter of this policy. 


(2) Owners’ Contingent (Protec- 
tive) Public Liability—The same 
form which is used for contractors’ 
contingent coverage is used also to 
cover the similar indirect liability of 
the owner of a building under con- 
struction, when the work is being 
done by independent contractors. 

(3) Landlords’ Contingent (Pro- 
tective) Public Liability—Issued to 
the owner or lessee of a building who 
has leased or subleased the entire 
building to another. He may be held 
contingently liable together with the 
lessee or sub-lessee. 

A Typical Public Liability Policy. 
—It is not possible within the limits 
of this and the succeeding article on 
this subject, nor is it desirable, to 
describe in detail the precise cover- 
age granted in each of the policies 
we have outlined. Because it is the 
most comprehensive of all the mis- 
cellaneous public liability lines, the 
owners’, landlords’ and tenants’, or 
general, public liability policy will be 
analyzed as representative of the 
basic coverage offered by the group. 
Wherever there are important excep- 
tions or additions to the coverage 
of this basic policy which are not 
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apparent on the face of things, note 
will be made, 

The provisions of policy contract 
will be discussed, not in the exact 
order in which they appear in the 
printed form, but according as they 
group themselves naturally about the 
following five-fold division: 

(1) Promises of the insurance 

company 
—before a suit for damages 
—after a suit for damages 
Promises of the insured 
Rights of the insurance 

company 
Rights of the insured 
Methods of premium calcu- 
lation 


(2) 
(3) 


(4) 
(5) 


This procedure is followed, not in 
order to be different, but partly be- 
catise the policy contract, like Topsy, 
“just grew” and partly because the 
parts of the contract which the in- 
surance company wishes to emphasize 
are not necessarily those most im- 
portant for the present purpose. The 
analysis follow: 


1. Promises of the Insurance 
Company. 


(a) Before a damage suit, The 
company is permitted to inspect the 
premises insured, including the ele- 
vators, (1) for the purpose of 
discovering structural or operative 
weaknesses, if any, and for the sug- 
gestion of needed improvements. In 
this respect, as in most others, the 
policies of the various casualty com- 
panies are not exactly similar in 
wording. One contract mentions in- 
spection not as a right but a privi- 
lege, following the custom of the 
leading steam boiler companies who 
refuse to promise inspections because 
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of their fear of liability for failure 
to inspect. 
(b) After a damage suit. 
(1) The company promises to in- 
vestigate claims brought against the 
insured. 


(2) It promises also to defend in 
the name of the insured all suits or 
claims arising out of injuries covered 
by the policy. These injuries are 
defined as “bodily injuries, including 
death at any time resulting there- 
from, accidentally sustained by any 
person or persons except those em- 
ployed by the assured or those to 
whom the assured may be held liable 
under any workmen’s compensation 
law.” (2) They must result from 
the “ownership, care, maintenance, 
occupation or use” of the premises 
described in the application, which 
are made to include sidewalks, ways 
or premises adjoining the insured’s 
property. Ordinary repairs are con- 
sidered as maintenance and use of 
the property. Thus accidents are in- 
cluded occurring both on the premises 
and off, off-premise coverage lim- 
ited only by the provision that acci- 
dents occurring away from the 
premises be either the result of 
ownership, maintenance, or use of 
the premises, or be the result of the 
business operations of the insured. 

(1) The premises and/or elevators 
insured, and all other information 
needed by the company in order to 
determine the desirability of the risk, 
are described in the application which 
is a part of the policy. 

(2) An example of an obvious ex- 
ception to the basic coverage is the 
residence and farm employer’s pub- 
lic liability policy, which covers farm 
workers. 

(Continued on page 30) 
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Within the Scope of a Scene Like This Are Dozens of Little-Thought-of Hazards to Life and Property 
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Flying Weather over 
the North Atlantic in 
relation to Aviation In- 
surance. The Distribu- 
tion and Movement of 
areas of HIGH and 
LOW Pressure from 
Canada and the United 
States eastward over the 
North Atlantic entering 
Europe; and of Hurri- 
cane LOWS developing 
in the Doldrums and 
moving westward over 
the West Indies to the 
Gulf of Mexico, and 
curving northward east 
of Florida. Circulation 
in a_ Key - Quadrant 
HIGH and in a Key- 
Quadrant LOW for the 
four Quadrants. NW, 
NE, SE and SW. Ideal 
presentation of HIGHS 
AND LOWS to show 
Succession, Circulation, 
and T ype-Paths. Charts 
subdivided into five- 
degree squares for con- 
venience im locating 
position. 


°o 


The Rainfall Hazard 


Fundamental Factors Related to This Weather Risk and Their 
Practical Application to Underwriting 


N THE treatment of the Septem- 
ber rainfall problems, now pre- 
sented to us, we are called upon 

to face the effect of the waning influ- 
ence of the summer type of atmos- 
pheric circulation, the termination 
of the flat trajectories and broad iso- 
grams of the season of seed-time and 
harvest; the approach of the peri- 
helion passage of the radius vector 
of the earth’s motion in orbit when, 
due to its eccentricity, the earth is 
about three million miles nearer the 
sun; the passage of the autumnal 
equinox or the crossing of the equi- 
noctial circle at the earth’s equator 
on September 22d, at which time the 
days and nights are equal, and the 
march of the sun’s diurnal path 
southward to the winter solstice at the 
Tropic of Capricorn. These moment- 
ous, physical changes introduce the 
succession of the seasons in outward 
nature, and invite us to contemplate 
the advance signals of a dying year. 
But people in general, notice few of 
these premonitory signs. Not until 


By COLONEL JOHN P. FINLEY 
Consulting Meteorologist and Manager 
National Storm Insurance Bureau, 
New York City 
Article IV. Rainfall Diurnals. 


EIGHTH SECTION 


the falling leaves begin to flutter 
about their feet, and the fruit ripens 
in orchard and vineyard, do they be- 
gin to realize that autumn is really 
here, that season of fulfillment, when 
everything is mellow and finished. 
That season of the year when the 
northern hemisphere of the earth is 
turning yet farther away from the 
sun, upon which all growth and de- 
velopment depends. We are entering 
that period when the trees are a glory 
of red, yellow and russet brown, 
when corn stands in full shocks in the 
field, and day after day of warmth 
and sunshine follow through royal 
October, succeeded by the warm, 
dry and hazy atmosphere of lazy 
Indian Summer. It seems to be im- 
possible to believe that slowly and 


surely, winter is approaching. But 
soon the chilly winds whistle through 
trees from which the bright leaves 
are almost gone; a thin skim of ice- 
crystals shoots across wayside pools 
at evening, and speedily shivering 
winter is upon us. Just before 
Christmas, this part of our earth has 
tipped its farthest away from the 
sun. Then, for a few days the 
hours. of darkness are at their long- 
est. The sap has withdrawn far in- 
to the roots of trees until the cold 
shall abate; leaden skies drop snow 
flakes and the earth sleeps under a 
mantle of white. Under these con- 
ditions the reader and the student 
are asked to consider the Plates of 
Rainfall Diurnals and of Rainfall 
Curves, during and representative of 
this critical month of September. 


ssa 
T WILL be noted that the amount 
of rainfall diminishes over the 


land areas and begins to increase 
over the great water areas. Cyclones 











and anticyclones from the North Pa- 
cific move eastward across our coun- 
try in higher latitudes. North of lati- 
tude 40 degrees fewer cyclonic storms 
cross the North Atlantic. Gales are 
more frequent over southern sailing 
routes, and the activity of the Atlan- 
tic and Pacific doldrum areas is in- 
creased. Whereas, in the months of 
May to August inclusive only one or 
two years out of twenty, from 1905 
to 1924 inclusive, fail to report a 
tenth of an inch or more of rainfall, 
between the hours of 2 and 9 P. M., 
there were five years in September 
when this failure was recorded. The 
descriptive title of Chart No. 1 in 
this Article explains the nature of it 
in its application to the relation of 
flying weather to the problems of 
Aviation Insurance. All of the 
flights and attempted flights, across 
the North Atlantic, either from east 
to west, or west to east, since the 
memorable solo flight of Lindbergh, 
have met with adverse atmospheric 
conditions that either seriously re- 
tarded the flights or resulted in fa- 
talities and the destruction of the 
planes. A careful study of these 
flights in connection with the chart- 
ing of HIGHS and LOWS across 
the North Atlantic has developed the 
following significant facts: 

1. The passage of these cyclonic 
and anticyclonic areas, especially the 
former through their southern sec- 
tors. 

2. Attempting to fly through the 
southeast quadrant of cyclonic areas. 
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3. That during the passage or 
attempted movement ‘through the 
southeast quadrant of the LOW the 
baffling winds and excessive precipi- 
tation encountered could not be over- 
come by greatly increased ceiling or 
the reverse, when in some instances, 
the plane hovered within a few feet 
of the sea. 

4. The failure of all air pilots to 
recognize the extreme dangers of a 
passage through the southeast quad- 
rant of a cyclonic LOW. 

5. The lack of training and ex- 
pert knowledge to enable the pilot 
to avoid the southeast quadrant of a 
cyclonic LOW, by changing his 
course to pass through the western 
sector of such LOW and skirt its 
northern border in passing it on the 
safe sice. 


6. The failure to understand that 
the phases of the weather across the 
North Atlantic, regardless of the sea- 
son, embrace a continued succession 
of HIGHS and LOWS between the 
continents of America and Europe. 

7. The failure to appreciate that 
the flying problem in crossing the 
North Atlantic must take into ac- 
count the circumvention of HIGHS 
and LOWS through their safe quad- 
rants, which necessitate the avoid- 
ance of the southeast quadrant under 
all curcumstances. 

8. The failure to reallize that the 
speed of the plane in progressive 
eastward or westward flying is 
about three times the progressive 
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movement of centers of HIGHS and 
LOWS. These facts will enable the 
pilot to guide his plane in circum- 
navigating the cyclonic LOW and to 
take advantage of the most favorable 
quadrants in the succeeding anti- 
cyclonic HIGH. 

9. The failure to profit by the 
preceding experience of lost air pilots 
who met their Waterloo in the south- 
east quadrant of a cyclonic LOW. 
All of the fatalities of the season of 
1927 in the North Atlantic have oc- 
curred in some portion of the south- 
east quadrant of a cyclonic LOW. 


Yo 


48 HE above experience, although 
covering only a single flying sea- 
son in one year, has still brought re- 
sults of prime importance in dealing 
with the problem of Aviation Insur- 
ance. A scientific rating of the flying 
hazard of the North Atlantic must 
take into account the experiences of 
the flying season of 1927. Air pilots 
not qualified by expert knowledge 
and training to safely make the pas- 
sage of the North Atlantic, in either 
direction, are tainted with a serious 
hazard that compels a higher rating 
for special hazards. Undoubtedly 


these matters will be taken into con- 
sideration by the government bureaus 
charged with the examination of 
pilots and the inspection of planes 
when granting licenses of qualifica- 
tion for carrying passengers, proper- 
ty and mail. 


PLATE No. I.—Rain- 
fall Diurnals—Rainfall 
Occurrence—September. 
Correlation of days of 
the week (Sunday) with 
a tenth (0.10) of an 
inch or more of rainfall 
between the hours of 2 
P. M. and o P. M. dur- 
ing a period of twenty 
years (1905 to 1924 in- 
clusive) at the U. S. 
Weather Bureau Sta- 
tion, New York City. 


NOTE A—Observations made by Automatic Selj-Recording Raingage and checked with a Direct-Measurement-Non-Recording Raingage. Both U. S. Weather Bureau 
standard instruments located on the roof of the Station Building, New York City, 394 feet above sea-level. The letter (X) in the rainfall line distinguishes the day 
and year of measured and recorded precipitation. The curve-graph lines are formed on a uniform basis and progress from left to right in regular sequence. 
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When flying over land areas the 
passage of or through anti-cyclonic 
HIGHS and cyclonic LOWS present 
difficulties somewhat less acute than 
those prevailing over large water 
areas, where the freedom of atmos- 
pheric circulation is not interfered 
with by abrupt changes in topo- 
graphy. However, over the land 
areas, especially during the summer 
season and throughout the Middle 
West of the United States, violent 
local storms are encountered such as 


PLATE No. I1l—Rain- 
fall Diurnals — Rainfall 
Occurrence—September. 
Correlation of days of 
the week (Tuesday) 
with a tenth (0.10) of 
an inch or more of rain- 
fall between the hours 
of 2 p. m. and 9 p. m. 
during a _ period of 
twenty years (1905 to 
1924 inclusive) at the 
U. S. Weather Bureau 
Station, New York 
City. 


See Note A—Plate I. 
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destroyed the ill-fated Shenandoah 
in early September. Air pilots must 
acquire the knowledge by adequate 
training and experience, that they 
cannot hope to override the dangers 
of violent local storms by resorting to 
a higher ceiling. 

The relation of fog occurrance to 
the formation and movement of anti- 
cyclonic HIGHS and _ cyclonic 
LOWS must be more carefully 
studied and the knowledge practically 
applied in the operation of air trans- 





PLATE No. I1.—Rain- 
fall Diurnals—Rainfall 
Occurrence—September. 
Correlation of days of 
the week (Monday) 
with a tenth (0.10) of 
an inch or more of rain- 
fall between the hours 
of 2 P. M. and og P. M. 
during a .period of 
twenty years (1905 to 
1924 inclusive) at the 
U. S. Weather Bureau 
Station, New York 
City. 


See Note A—Plate I. 


portation. The areas of HIGHS and 
LOWS must be entered and passed 
with a full knowledge of how to 
avoid the dangerous SE. quadrant, 
the somewhat less dangerous NE. 
quadrant, and navigate the safer SW. 
and NW. quadrants. 

These problems of an atmospheric 
nature, seriously affecting aviation 
are closely related to THE RAIN- 
FALL HAZARD for that hazard is 
a concomitant of the origin and 

(Continued on page 26) 
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HERE were private aviation 

activities in the United States 

before the World War but 
there does not seem to be any rec- 
ord of organized commercial avia- 
tion enterprise. The airplane was 
looked upon by many as a play- 
thing or at best as a dream that 
would require many years for ful- 
fillment. Investigation doves not 
disclose even the sporadic requests 
for aviation insurance found in 


Europe before 1918. 


Early Post-War Aviation Insurance. 


HE first policy of American 

aviation insurance is supposed 
to have been written in 1918 by the 
Queen Insurance Company of 
America. In the -early post-war 
days there were no regular avia- 
tion insurance policies. The ordi- 
nary automobile or fire policies of 
the issuing company were used. 
The aviation coverage was affected 
by merely attaching special en- 
dorsements which extended the 
coverages of the ordinary policy 
to the aviation risk. 


The beginning of the year 1920 
found a number of companies ac- 
tively interested in aviation insur- 
ance. There are no statistics of the 
extent of this interest because of 
the practise of reporting the avia- 
tion insurance business as a part 
of the fire insurance or automobile 
insurance writings. It is known 
that The Globe and Rutgers, The 
National Liberty, The Home, The 
Aetna Life, The New York Fire, 
The Firemen’s Fund, The Travel- 
ers, The Hartford, The Merchants’ 
Fire Assurance and The North 
British and Mercantile insurance 
companies began writing policies 
during the first two post-war years. 
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Aviation Insurance 


Scope and Nature of This Interesting New 
Branch of Underwriting 


By STEPHEN B. SWEENEY 


Assistant Professor of Insurance 
Wharton School of Commerce 
University of Pennsylvania 


ARTICLE Ill 


REVIEW OF AVIATION INSUR- 
ANCE IN THE UNITED STATES 


(PART I) 


The demand for insurance at this 
time did not come from regularly 
organized operators. There are no 
records showing that they existed 
even then. The War Department 
had a great many training land 
and sea planes on its hands at the 
signing of the Armistice in Novem- 
ber, 1918. These planes, and much 
equipment, were sold at auction 
for whatever they would bring. 
Many of them did not bring very 
much because it was known that 
the rough usage they had received 
at the hands of instructors had 
made them worth very little. Be- 
sides this there was the fact of a 
relatively small demand. 

230 


HE main demand for these sur- 

plus war planes came from the 
men who had been trained as army 
or navy pilots. These men had the 
same difficulties that other ex- 
service men had in getting read- 
justed to civilian life. Many of 
them welcomed the opportunity, 
offered by the sale of aircraft at 
bargain prices, of capitalizing their 


war training. They bought the war 
planes and many of them became 
what are known as “gypsy-flyers”. 
They were usually without a fixed 
base. The whole country-side was 
the field of their operations. They 
were notorious for the lack of care 
they gave their flying equipment. 
Many of them started on long 
enterprises each summer which 
consisted of stopping at the various 
vacation resorts and taking pas- 
sengers for short flights for 
varying sums of money. Their en- 
terprises necessitated their meeting 
new flying conditions almost 
continually. The nerve strain of 
carrying joy-riding passengers is 
much greater than the strain of 
carrying cargo. 

Many of these gypsy flyers 
sought a living and a continuation 
of their war-time thrills by engag- 
ing to do stunting and various 
kinds of acrobatics over large 
crowds. “The stunting pilot will 
have to be closely watched,” said 
an English ex-flying officer. “Some 
(and amongst these are our finest 
fighters) seem to get ‘mad’ in the 
air; they can never resist stunting, 
even at low altitudes. To such, fly- 
ing seems to give no satisfaction 
unless big risks are constantly be- 
ing taken. They are sublimely un- 
concerned as_ to the expense of 
replacing a machine. They fre- 


quently crash, and if hurt, go on 
to another machine as soon as they 
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recover, just as though nothing 
had happened. No civilian em- 
ployer would be likely to endure 
this type of pilot for any length 
of time.” Luckily for the public, 
however, their numbers became 
smaller with the passage of time 
following the close of the World 
War. They either killed them- 
selves off or went into other lines 
of business because of the gradual 
disappearance of bargain-priced 
war planes, the cheapness of which 
had been the main incentive for 
them to capitalize their war ex- 
perience. 


These gypsy-flyers were largely 
the type of pilot and operator that 
the American insurance companies 
were called upon to insure during 
the post-war days. This is the type 
of pilot that they did insure. The 
author of the above quotation, 
writing in England, goes on to say, 
“For some time to come the List 
of Pilots will need to be considered 
more critically than the corre- 
sponding Lloyd’s List of sea cap- 
tains. It is a question whether a 


An exceptionally good demonstration of 
formation flying. This is by the British 
Royal Air Force and was witnessed by many 

interested American observers. 


pilot who crashes on landing, ex- 

cept in very special circumstances 

out of his control, should not have 

his name removed from the list.” 
sO 


HE situation of the early 

American underwriters can be 
pictured when it is recalled that 
there was no “list” of pilots in this 
country until 1921. The pilot could 
crash his plane and carry on his 
foolhardy undertakings under the 
protective wings of a different un- 
derwriter. These underwriters took 
the various applicants largely on 
faith. There was no literature on 
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the subject of aviation insurance. 
Such statistics as the following 
(and those given in the fourth ar- 
ticle) were not available until the 
disastrous years were past. The 
table below gives some idea of the 
relative hazard of insuring gypsy 
flyers particularly. 


If we can judge by miles flown 
per fatality it will be noticed that 
the gypsy-flyers were more than 
two times as hazardous risks as 
were the War Department pilots. 
The significance of this is more ap- 
parent when it is recalled that 
army pilots are continually trying 
out new aviation features and are 
often engaged in mass maneuvers. 
Flying in squadron formation is 
more hazardous than solo flying. 





Period 
Itinerant (gypsy) flyers.................. 1921-23 
War Department: . -<....22..445.2. 1921-24 
Navy Department ...................:..--.--- 1923-24 
Post-Office Department .................. 1918-24 
Commercial Companies ........-......-.- 1921-23 


*Estimated by W. F. Poorman. 


Total Average Miles 
Miles Fatal- Flown per 
Flown ities Fatality 
9,000,000* 196 48,300 
22,157,096* 211 104,536 
4,108,500* 27 152,156 
9,213,318 40 230,333 
8,767,800 25 350,715 











The extreme comparison is even 
more forceful. Gypsy-flyers were 
seven times more hazardous as 
risks than were commercial com- 
panies’ pilots. 

It is felt by those interested in 
commercial aviation and especially 
by those interested in aviation in- 
surance, that too much emphasis 
cannot be placed on these tardily 
known facts about gypsy-flyers. It 
is feared that the excessive losses 
which many of the first American 
aviation underwriters suffered will 
harmfully and needlessly limit the 
aviation activities of other Ameri- 
can underwriters. It is also feared 
that this unfavorable history will 
tend to keep rates too, high unless 
it is forcibly presented that the 
conditions of the post-war days 
cannot be repeated. 


The National Aircraft Underwriters 
Association. 


HE dangers connected with 

trying to pioneer separately 
were soon apparent to the first 
American underwriters. On March 
12, 1920, a group came together at 
the offices of The Home _ Insur- 
ance Company. It was composed 
of representatives of The Aetna 
Life, The New York Fire Insur- 
ance Company, The Firemen’s 
Fund, The North British and Mer- 
cantile Insurance Company and 
The Home Insurance Company. 
That group organized and named 
the National Aircraft Underwriters 
Association. Invitations were ex- 
tended to all underwriters who 
might be interested as well as to 
those actually doing aviation in- 
surance business. 


Two kinds of membership were 
created, active and associate. Ac- 
tive membership was restricted to 
those actually engaged in aviation 
underwriting. The associate niem- 
bers were those underwriters who 
had been actively engaged in un- 
derwriting but had temporarily 
ceased their activity and those who 
contemplated activity at some time 
in the future or who felt that the 
activities of the Association would 
be of indirect benefit to them in 
their allied field. The number of 
associate members was generally 
much larger than the number of 
active members. The former paid 
nominal dues, whereas the active 
members bore the balance of ex- 
pense. Their assessments were de- 
termined by the amount of busi- 
ness written the previous year. 


JoURNAL oF AMERICAN INSURANCE 





Photo by P& A 





17 





Aviation has created a new hazard. As, for instance, what if this plane should have 
dropped on a House? 


x the first annual meeting of the 
Association on November 30, 
1920, the chairman of the execu- 
tive committee reported, “We have 
as active members of our Associa- 
tion all companies but one writing 
aircraft insurance and I believe 
that the combined experience of 
our member companies will in- 
clude ninety-five per cent of the 
insured planes of the country.” 
This was certainly a noteworthy 
start and it seemed full of bright 
possibilities. Careful study of the 
files and various records of the As- 
sociation convinces one that, if 
successful underwriting were at all 
possible during these early years, 
this organization would have 
found the way. 


According to the original con- 
stitution the Association was or- 
ganized for the following pur- 
poses: 


1. To serve as a medium of ex- 
change of information. 


2. To supervise and recom- 
mend the adoption of suit- 
able policy forms and en- 
dorsements. 


3. To investigate class and 
general hazards and to 
procure and compile infor- 
mation and statistics con- 
cerning losses and their 
causes. To devise, advocate 
and promote all reasonable 
and proper means of elimi- 
nating or reducing the haz- 
ards insured against and to 
promote intelligent under- 
writing. 


The Registration and Grading of 
Pilots. 


FTER the foregoing discussion 
of the exceptional hazard of 
gypsy-flying, it is little wonder 
that the first activity to be sug- 
gested for the Association was the 
compilation of information about 
pilots. This suggestion was made 
at the first meeting of the Associa- 
tion. Among the duties of the paid 
secretary, the first three on the list 
were: (1) To collect pilot records, 
(2) to verify pilots’ statements 
submitted, and (3) to keep insured 
loss records by pilots. 

All of the known pilots of the 
country were canvassed to register 
with the Association. A very com- 
plete questionnaire was submitted 
to each registrant. It contained 
practically all the questions now 
submitted by the insurer to the in- 
sured regarding the pilot. It asked 
particularly the details of the 
pilot’s experience at commercial 
and cross-country flying. The 
questions regarding the accident 
history of the pilot were also very 
detailed—comprising the date, lo- 
cation, cause, type of plane and the 
extent of damage. 

A number of conferences were 
held by the representatives of the 
various active members. Some of 
the representatives had been war 
pilots and with their help a “Pilot’s 
Grading Code” was finally drawn 
up. Pilots were graded A, B, C, D 
and X according to a carefully 
worked out point system. The 
point groups were based on the in- 
formation found in ‘the Pilot’s 


(Continued on page 30) 
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The Voice off Authority 


ga old—and rather cheap—witticism which is 





based upon the alleged impracticality and abstract- 

ness of the college professor still persists in some 
quarters, but it persists merely as a vestage of a view- 
point which is rapidly passing. In former days we thought 
of higher education as a thing apart from life. It was 
an adventure in realms of thought, speculative, philoso- 
phical, unrelated to the problems which were vexing 
men and women who toiled in the market places and 
workshops of the world—at least so these men and 
women were disposed to regard it, and there was a 
measure of justification for their viewpoint. 


One of the favorite jokes was about the absent- 
minded professor, to whom every sort of absurdity was 
attributed. We recall chuckling in boyhood over the 
erudite authority on the significance of the iota-sub- 
scriptum in Greek literature—or some similar abstruse 
question—who, required to get his own breakfast on a 
morning when his wife was ill, decided that a three 
minute egg was the simplest and most nourishing fare. 
Whereupon he put a saucepan of water on the fire, and 
when it came to the boil, dropped his watch into the 
water and gazed meditatively at the egg held in the 
palm of his hand. We can still smile at the story, but 
we realize it is no longer typical. Our acquaintance 
with college professors is sufficiently wide and varied 
to sustain the conclusion that there is no group of men 
today more alert, more keenly interested in the practical 
afiairs of the world, more eager to make knowledge ap- 
plicable to the solving of life’s problems. 
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HAT fact is due to the sweeping change in the 

attitude and methods of education which is char- 
acteristic of our time. First, there has been a growing 
realization that the acquirement of knowledge justifies 
itself in the measure in which it contributes to effective 
living. That is not to discount the value of knowledge 
for its own sake, as an intrinsic enrichment of the mind, 
an indispensable factor in what we call culture. There 
are many things which although they may seem to have 
little bearing upon the practical side of existence, are 
none-the-less worth knowing because they widen our 
mental horizons and increase our capacity for appre- 
ciation of the wonder and beauty in the world. But that 
is not enough. Knowledge must fit men to live; it 


must solve livelihood problems; it must enable us to 
create an environment of greater security, more respon- 
sive to our needs ; it must teach us how we can cooperate 
with nature so as to obtain from her the largest measure 
of good. And these things knowledge is doing for us 
as never before. 

It is doing them because the changed attitude has 
developed a new method. The magic word in education 
today is “research.” Perhaps it has been over-empha- 
sized. We note a current of reaction in some of the 
things that lately are being said and written; but it is 
only the wholesome reaction which will hold in check 
any tendency to extremes. Nothing can halt the re- 
search method in its sane and useful application. It 
has demonstrated its value. And already repaid hugely 
the sacrifices of those who were pioneers in its develop- 
ment. 

Space does not permit any summary of what has been 
accomplished, but in such fields as agriculture, fuel pro- 
duction and use, building materials and construction, 
manufacturing processes—the dye industry is a notable 
example—and many others, the college professor in his 
laboratory has become the chief adviser, the voice of 
authority, for men of so-called practical affairs. 

Industry and commerce are turning today to the uni- 
versities for guidance. One of the new problems which 
the educational administrator has to face is to retain 
his faculty of able men against the competition of 
great concerns in the realm of business and production 
which bid for their exclusive services. 
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UTUAL insurance was quick to recognize the im- 

portance of linking its interests to so valuable a 
source of information. It carried its problems to the 
college professor. It asked him to bring his knowledge 
of mathematics, of physics and chemistry, of economics 
and sociology—yes, and psychology—to a study of the 
many questions which arise in this rapidly widening 
domain of cooperative human enterprise. And he re- 
sponded, cheerfully and helpfully. 

The Journal of American Insurance, which holds an 
unrivalled, and, indeed, an unchallenged place in the 
exposition of its: chosen theme, has been singularly 
fortuate in its ability to secure the work of the best 
and most original minds in the discussion of subjects 
pertinent to the interests of mutual policy holders. A 
survey of recent issues of this Journal will disclose 
how large a place the voice of authority has had in its 
pages, the authority of the research student, of the 
trained mind in the laboratory, of the man who speaks 
only after test and experiment, but speaks then with the 
enlightening knowledge of one who is able to understand 
the practical significance, the applicable value of what 
he has learned. 

In Mutual Insurance it is obviously important that 
such knowledge as this should be diffused as widely as 
possible. It is not enough that a few experts should be 
in possession of the facts and the theories which they 
sustain. Mutual insurance must have its experts, but it 
must have, also, an intelligent constituency of policy- 
holders. In large degree its strength lies in the readi- 
ness of the contributors—who are also the sole proprie- 
tors—to work understandingly with the experts in de- 
veloping the value of the service it can render, and in 
safe-guarding the common fund from the invasion of 
foolish risk and needless hazard. The Journal of 
American Insurance feels that it can be of greatest use 
in promoting general understanding, and in providing a 
channel through which the latest and most important 
results of research may become known to the policy- 
holders throughout the country. 
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Life-Lights Against a Business Background 


Concerning a Decent Respect for the Other Fellow 


‘s-a*s HERE is no true self-respect 
that does not entertain a decent 
respect for the other fellow.” 


It was a wise man speaking ; a man 
who has traveled much and known 
all phases of life. We went to col- 
lege together years ago. I had seen 
little of him since. Commencement 
day we shook hands, and the next 
day our paths diverged. I settled 
down to the earning of a livelihood ; 
he, with sources of income sufficient 
for his needs, set out to tour the 
world. It was the beginning of many 
voyages and treks for him, which 
carried him into strange places and 
among strange peoples. Every now 
and again I heard of him—in India, 
in Africa, in South America. He 
had acquired fame as a writer of 
books and a lecturer. Once I en- 
countered him in the Chicago loop 
as he was hurrying to catch a train, 
and once I listened to him discourse 
concerning the curious customs of a 
tribe he had lived with for the space 
of several months in the interior of 
Borneo 

He came into my office, unan- 
nounced and with the casual sud- 
denness of such men. 
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‘¢7 AM going to rest awhile,’ he 

said, “if I can. I have been going 
up and down on the face of the earth 
so long that I am not sure that I can 
stave off the wanderlust for more 
than a few weeks, but I had a sharp 
attack of malaria on the Yangtze a 
month ago, and while the spirit is 
still restless the flesh protests.” 

“So you come from China,” I said. 

“Ves, from China. I have been 
traveling about that vast country for 
nearly three years, chumming with 
the natives, eating with them, lodging 
with them, hiking with them along 
impossible roads, or slowly navigat- 
ing their rivers.” 

“How in the world can you tol- 
erate such companionship—a man of 
your tastes and intelligence?” I ex- 
claimed. 

“My tastes, as a matter of fact, 
are simple—and catholic,” he replied. 
“As for my intelligence, it is cer- 
tainly no greater than that of many 
a Chinaman. But your question 
brings to mind a half-formed pur- 
pose with which I have come back 
to America; that is to be a mission- 
ary of tolerance to my own people. 
I am amazed at the amount of pre- 
judice which I find in my home 


By S. J. DUNCAN-CLARK 


country—the country I have been ac- 
customed to regard as the freest and 
most enlightened in the world. 

“What we need is a decent respect 
for the other fellow—there is no true 
self-respect without it. In all my 
travels I have not yet encountered 
a race which could not produce many 
a man potentially my equal in quali- 
ties of mind and character, and I 
have met many a man of other races 
and nationalities who was much my 
superior. I have reached the con- 
clusion that there is no such thing 
as an inferior race. Humanity is 
humanity, wherever you find it. 
Some peoples have had greater op- 
portunities than others ; some peoples 
have advanced farther along certain 
specific lines than others, and some 
so-called advanced peoples have lost 
virtues which others more primitive 
still retain. The pigmentation of the 
skin has nothing to do with it; a man 
may be yellow, or black or red and 
be just as good a man as any white 
man. 
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HIS attitude of condescension, 

and, often of contempt for other 
people because they differ from us in 
color, in language, in creed or in 
customs, only reflects upon ourselves 
—it is an evidence of ignorance. 
Childishly we dislike the unfamiliar, 
and our dislike rationalizes itself in- 
to an assumption that the unfamiliar 
is uncouth, or stupid, or even wicked ; 
that it is, at least, the earmark of a 
lesser breed. Some of us have got 
as far as toleration, which is not 
very far. It means a conceited put- 
ting up with what we cannot cure. 
3ut tolerance has much headway to 
make. It is a finer thing. There is 
in tolerance and intelligent recogni- 
tion that the other fellow may be 
right—right at least for himself and 
his own environment; there is recog- 
nition that in his unfamiliar ways 
there may be elements truly worth 
while, deserving our appreciation. 
Tolerance does not conceive it to be 
its duty to make everybody else in 
its own image. It prefers a world 
in which people differ, and with open 
mind tries to learn from it.” 

“But ,” said I, “would you put 
an end to all effort to change the 
ways of people for better ways?” 

“Not at all.” he answered. “But 
I would seek to change the ways of 
people by reason and persuasion. 


And I would want first to be very 
sure that I had something better to 
offer, not merely something which 
suited me better. I would bear in 
mind, also, that it might be possi- 
ble to improve upon my own ways; 
that, in fact, there was just a 
chance I might be mistaken. And 
always I would advocate my own 
conception of the better with a 
genuine respect for the thought and 
feeling of the other fellow. I would 
be willing and eager to hear his de- 
fense of his own ways, recognizing 
that there is just a chance he might 
be right. 


“Tolerance, as I see it, does not 
mean that I must abandon my own 
opinions and convictions; or that I 
must not speak them, and write 
them with all earnestness and per- 
suasiveness I can command. In- 
need. I have very little use for 
those people who think they are 
tolerant and broad-minded because 
they hold no clear-cut or cherished 
ideas and beliefs about anything. 
There is no virtue in that sort of 
tolerance, and as for its being 
broad-minded—well, it is broad in 
the sense of being spread out so 
thinly that there is no depth to it. 
But there is real virtue in a toler- 
ance which can hold its own con- 
victions and be fervent in sustain- 
ing them, but, at the same time, 
respect the independence and in- 
tellectual integrity of others. It is 
an admirable tolerance which can 
say, ‘I disagree utterly with your 
opinions, and some of them I de- 
test, but I will fight and die, if 
need be, for your right to hold and 
to speak them.’ 


ono 


OMEBODY has said “Tolerance 

is the only real test of civilization- 
and I think there is much in that 
statement. In a high civilization opin- 
ion is free, and the right of opinion 
is everywhere respected. Men differ 
courteously through vigorously. Mod- 
ern industry has introduced standard- 
ization and it is a most useful thing, 
contributing greatly to convenience 
and economy. But we must beware 
of applying standardization to per- 
sonality as we apply it to machines 
and commodities. That is the cer- 
tain road to the destruction of 
civilization. Human _ personality 
must be at liberty to expand, to 
adventure, to leave the beaten track 
and blaze new roads. 
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Insurable Interests Of Bailees 


Explaining A Phase of Insurance Which Is Somewhat off The Beaten 
Track, But of Large Importance 


NSURANCE companies sell 
I coverage just as manufacturers 

sell blankets, in various sizes, 
shapes and qualities; and only 
time will definitely tell, in either 
case, whether the purchaser got 
his money’s worth. There the simi- 
larity ends. The buyer can try out 
the coverage of his blanket on any 
cold night, but he has no occasion 
to try out the “coverage” of his in- 
surance until a loss has occurred. 
Then he may find, after a losing 
battle in court, that he is out in 
the cold. The insured does not 
have the coverage which he wants 
unless he can predict with certain- 
ty that a court will officially de- 
clare that he has that coverage. 
True, most insurance companies 
will do better by the insured than 
they are legally bound to do. The 
insured, however, pays good money 
for legally enforceable protection, 
not for philanthropy. The extent 
of his legal coverage can be ascer- 
tained, in most instances, by con- 
sulting the statutes and judicial 
decisions which apply to his par- 
ticular type of property . interest 
and type of policy. The present 
paper will be based upon the judi- 
cial holdings pertaining to policies 
issued to the holders 
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Professor of Law in Columbia University 


Author of “THE INSURANCE COMMIS- 
SIONER IN THE UNITED STATES” 


Thus, the term “bailment” is an 
abstract term which takes no ac- 
count of the business purposes for 
which the transaction is entered 
into. As a matter of law, not all 
bailments are business transac- 
tions; some are purely gratuitous 
arrangements, such as gratuitously 
keeping a neighbor’s silverware 
while he is out of town, or gratui- 
tously borrowing a_ neighbor’s 
lawnmower. The present discus- 
sion will be confined to bailments 
for business purposes. Even so, 
there are many and varied types of 
business transactions which fall 
under the head of “bailment.” The 
transportation of goods by rail, by 
water, or in any other way, forms 
one important group of bailment 
transactions. Another embraces 
the storage of goods in a ware- 
house, or of grain in an elevator, 
and the depositing of valuables 
with a safe deposit company. Still 
another large and miscellaneous 
group of bailments is represented 


owner, the manufacture of cloth- 
ing by the bailee from the bailor’s 
cloth, the laundering of garments 
by a laundry company, etc. In all 
of these cases the bailor derives a 
benefit from the services of the 
bailee, whom he compensates. In 
another type of bailment, the bailee 
derives a benefit from the use of 
the bailed article, for which he 
pays the bailor. “Leases” of ma- 
chinery are of this type. 


Qo 


INCE the bailee has possession 

of the goods, he is in many 
ways in a more advantageous po- 
sition than is the bailor to take out 
insurance against the perils which 
threaten destruction or injury to 
the goods, as fire, theft, loss at sea, 
etc. This point will be more fully 
developed further on. At _ all 
events, the custom of having the 
insurance attended to by the bailee 
is a very old one. In an English 
admiralty case of the sixteenth 
century, it is stated that in Lom- 
bard street, London (the place 
where marine insurances were ef- 
fected) and in the Burse of An- 
twerp, it has been the custom time 
out of mind that the party in whose 
name the assurance is made is not 





of a particular type of 
property interest, 
namely, to bailees. 
DOD 
6s AILMENT” is 
a term used to 
describe the legal re- 
lations between a per- 
son (called the 
“bailee”) to whom 
possession of movable 
property is delivered 
by, or on behalf of, 
another person called 
the “bailor,” who is 
usually, but not neces- 
sarily, the owner of 





the property. The 
bailee has possession 





bound to specify in 
the same whether the 
goods assured are his 
own or for any other 
man’s account, since 
commonly merchants 
have their own goods 
assured by their fac- 
tors (a class of 
bailees) and _ their 
friends who have no 
interest in the prop- 
erty, and yet the in- 
surers are bound to 
pay.t A similar cus- 
tom (at least as re- 
gards bailees) is, as is 
shown by the cases 








The Bailee May Insure a Cargo Against Dangers at Sea 


cited later on, in op- 
eration at the present 








of the property, but 
not ownership ; the bailor has no pos- 
session, but ownership, or at least 
a right to reclaim possession from 
the bailee upon the termination of 
the bailment, which may be for a 
definite or an indefinite period. 


by the delivery of articles to a 
bailee for the purpose of having 
him perform some service which 
repairs the articles or alters their 
character. Examples are the dress- 
ing of furs by a bailee for the 


time. 





1 Holdsworth, The Early History of 
the Contract of Insurance, 17 Co- 
lumbia Law Rev. 85, 97 (1917), citing 
Ridolphye v. Hunez, Select Pleas of 
the Admiralty ¢S. S.) ii, 52, 53 (1562). 











However, insurance by bailees 
gives rise to some interesting prob- 
lems in insurance law. The bailee 
is not the owner of the bailed 
property, yet he is in a position to 
control the occurrence of loss or 
damage to it. What is there to 
prevent the bailee from insuring 
the property in his own name, se- 
cretly burning or stealing or other- 
wise making away with it, and 
then collecting the insurance money 
from the insurer? Even if the 
bailee does nothing to bring about 
the loss of the goods bailed, should 
he be allowed to gamble on the 
destruction of another man’s goods 
by taking out an insurance policy 
which will pay him, in the event 
of loss or damage, more than the 
injury which he personally sus- 
tains? 
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ROM a legal point of view, 
F insurance by bailees encoun- 
ters difficulty in three legal prin- 
ciples. The first is the principle of 
indemnity, which is the principle 
of construction of all policies of 
insurance on property; the insured 
may not recover, in case of loss, 
more than the amount of loss or 
damage which he sustained by rea- 
son of the happening of the injury 
to, or destruction of, the property 
insured. The second is the public 
policy against insurance contracts 
which tend to incendiarism or 
other fraudulent or criminal activi- 
ties which defraud .the insurer, 
throw upon honest policyholders 
an additional burden in the form 
of enhanced premiums, and dimin- 
ish the national wealth. The third 
is the public policy against wager- 
ing and gambling contracts, 
whereby persons might be en- 
abled to gain a livelihood without 
engaging in any productive or use- 
ful labor or enterprise. Wagering 
contracts are commonly made _il- 
legal in the United States, either 
by statute or by judicial decision. 
It may be noted that if the prin- 
ciple of indemnity is applied 
strictly, it will be impossible for 
the insured to gain by reason of a 
loss under a policy of insurance 
upon property; for if the insured 
has an interest in the property he 
will collect only the amount of 
damage to that interest. To carry 
out these principles, the law gen- 
erally requires that the insured 
have an “insurable interest” in the 
property insured. 


With these principles in mind, 
we are in a position to ask, “Under 
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what circumstances, and to what 
extent, may the bailee insure the 
bailed property?” Upon analysis, 
it appears that the bailee has not 
one, but several different insurable 
interests in the property. These 
may be classified as follows: 1. 
The bailee’s proprietary interest. 
2. The bailee’s contingent liability 
interest. 3. The bailee’s represent- 
ative or trustee “interest.” 


I. The Bailee’s Proprietary Interest. 


INCE we have said above that 

the bailee has possession but 
not ownership of the bailed goods, 
how can it be said that the bailee 
has a “proprietary” interest in the 
goods? The latter statement must 
be regarded as a qualification of, or 
an exception to, the former. The 
bailee may, under some circum- 
stances, have a limited proprietary 
interest in the bailed article, a 
kind of limited ownership which 
is, so far as it goes, superior to the 
rights of the bailor. A common ex- 
ample is the interest of the pledgee- 
creditor in the property which the 
pledgor-debtor has pledged by de- 
livering it into the possession of 
the creditor to hold as security for 
the payment of the debt. Here the 
pledgee has the right (i. e., privi- 
lege) to hold the property until the 
debt is paid, and, after the debtor 
defaults in payment, likewise the 
right to foreclose his lien by a suit 
in court to have the property sold, 
or by selling the property, without 
any judicial proceedings, in accord- 
ance with the rules of common law 
or statute or with the special pro- 
visions of the pledge agreement. 
In either case the proceeds of the 
sale belong to the pledgee, to be 
applied on the debt. In legal par- 
lance, the pledgee has a real security, 
that is, a right against a specific 
thing (res) in addition to his per- 
sonal security, his claim against the 
debtor personally. Since the destruc- 
tion of this thing will deprive the 
pledgee of his real security and leave 
him only his personal security 
(which may be inadequate), the 
pledgee is regarded in law as 
sustaining a loss by reason of the de- 
struction of the chattel. Accord- 
ingly, it is well settled that the 
pledgee has an insurable interest 
in the pledged property up to the 
amount of his loan, including the 
interest and, it would seem, the 
necessary legal expenses of enforc- 
ing his lien. In case of loss or dam- 
age to the property due to the perils 
insured against, the pledgee may 
recover on his policy an amount at 
least equal to the debt and its inci- 
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dents, if that be less than the value 
of the property destroyed, and less 
than the maximum amount named 
in the policy.? 


Qo 


F ,, pated type of bailee’s 
proprietary interest, and per- 
haps the commonest, is the lien 
which the bailee has upon the 
bailed property as security for his 
compensation for the_ services 
which he performs for the bailor, 
in transporting, storing, repairing, 
or otherwise dealing with the prop- 
erty. While at common law this 
lien, which arises in favor of the 
bailee even without any express 
agreement between the bailor and 
bailee, gave the bailee merely the 
privilege of holding the property 
until his charges were paid, and not 
the power to sell the property, yet 
the bailee has the right (seldom 
resorted to, it is true) to sue in a 
court of equity to foreclose his lien 
by sale of the property. By statute 
or contract he sometimes has a 
power of sale. Thus the loss of, 
or damage to, the bailed articles 
causes the bailee a direct loss or 
damage, which gives him an insur- 
able interest. Accordingly, the law 
is well settled that the bailee may 
insure the property in his own 
name and, in case of loss, collect 
and keep the insurance money to 
the extent of his charges for which 
he has a specific lien.® 


In the New York case just cited, 
a clothing manufacturer who had 
contracted to make clothing out of 
another’s cloth, had performed 
services upon the cloth to the value 
of $250 when it was damaged or 
destroyed by strikers. The manu- 
facturer had procured insurance on 
the clothing, in his own name, 
against riot or civil commotion. It 
was conceded by the court, as well 





2 Wells v. Philadelphia Insurance Co., 
9 Serg. I. R. (Pa.) -103 -(1822); 
Johnson v. Campbell, 120 Mass. 449 
(1876). See Whelen v. Goldman, 62 
Misc. (N. Y. Sup.) 108, 114, 115 
N. Y. Supp. 1006 (1909). 


3. Brooklyn Clothing Corp. v. Fidelity- 
Phenix Ins. Co., 205 App. Div. (N. 
Y.) 743, 200 N. Y. Supp. 208 (1923) ; 
S. C. Brooklyn Clothing Corp. vy. 
People’s National Fire Ins. Co., 118 
Misc. (N. Y. Sup.) 674, 195 N. Y. 
Supp. 27 (1922). See Phoenix Ins. 
Co. v. Erie Transportation Co., 117 
U. S. 312, 324, 29 L. ed. 873, 6 Sup. 
Ct. 750 (1886) (carrier) ; Home Ins. 
Co. of New York v. Baltimore Ware- 
house Co., 93 U. S. 527, 543, 23 L. 
ed. 868 (1876) (warehouseman) ; 


Washburn-Crosby Co. v. Home Ins. 
Co., 199 Mass. 463, 85 N. E. 592 
(1908) (carrier). 
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as by the insurer, that he was en- 
titled to recover on the policy to 
this amount. This rule is so well 
settled that no case has been found 
in recent times in which the in- 
surer contested its liability for the 
bailee’s charges already earned. 


May the bailee insure the bailed 
property to cover the charges 
which he would have earned by the 
performance of his contract, but 
for the destruction of the goods due 
to a peril insured against? The 
bailee’s net loss is the difference 
between what it would have cost 
him to perform the services, and 
the compensation which he would 
have been entitled to collect there- 
for. To the extent of his prospect- 
ive profits, the bailee sustains a 
direct loss or damage if the bailed 
article is destroyed, and to this ex- 
tent he may collect under his in- 
surance policy upon the goods.‘ 


Sor 


HUS, in the California case 

cited, the shipowner who was 
about to take on a cargo of lumber, 
procured marine insurance “for not 
to exceed $15,000 on freight on 
lumber. shipped or to be 
shipped on board the Steamer Vic- 
toria at and from Puget Sound to 
Taku Bar,” in China. The lumber 
was subsequently loaded on board, 
and the vessel was stranded, neces- 
sitating the throwing overboard of 
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a part of the lumber and the trans- 
shipment of the remainder in 
another vessel. The Supreme 
Court of California held that the 
shipowner could collect the amount 
of freight which it would have 
earned had the voyage been com- 
pleted, though it did not fix the 
exact amount of recovery. While 
the decision is based upon a pro- 
vision of the California statutes, it 
seems clear that the same principle 
would be applied under the com- 
mon law in states having no such 
statute.° This principle would not 
be confined to marine insurance. 


A different kind of proprietary 
interest is presented where the 
bailee has the right to use the 
goods for his own benefit during 
the term of the bailment. Here 
again the bailee will sustain loss 
or damage if the bailed property is 
destroyed, and may insure it in his 
own name. Thus, in an Alabama 
case, a canning company which had 
leased two canning machines for 
three years, on an annual rental, 
took out fire insurance on the ma- 
chines. The court conceded that 
the “lessee” (bailee) had an insur- 
able interest in the machines, 
though it was not called upon in 
this case to fix the amount of in- 
surance money which the bailee 
could collect and keep.” According 
to the principle of indemnity, he 
should recover only the value 











which the use of the machines 
would have had for the period from 
the fire to the expiration of the 
lease, minus the rent he would have 
had to pay the lessor for that 
period. 


In all of these cases, the three 
principles above mentioned are 
satisfied. The bailee recovers on 
his policy no more than indemnity, 
the amount of loss or damage 
which he sustained. Consequently, 
he can never gain by destroying the 
insured property, or by wagering 
upon its destruction. 


So > 


NCIDENTALLY, it is of prac- 
tical value to know what words 
the bailee must insert in his policy 
in order to protect his proprietary 
interest. In marine insurance, by 
immemorial custom, the insured 
need not state in his policy the 
(Continued on page 28) 





4. Victoria Steamship Co. v. Western 
Assurance Co., 167 Cal. 348, 139 Pac. 
807 (1914). 

5. “Sec. 2662. The owner of a ship 
has an insurable interest in expected 
freightage which he would certainly 
have earned but for the intervention 
of a peril insured against.” 

6. Adams v. Warren Insurance Co., 22 
Pick. 39 Mass. 163 (1839); Joyce, 
Insurance (2nd ed.) § 897. 

7. Houston Canning Co. v. Virginia Can 
Co., 211 Ala. 232, 100 So. 104 (1924). 








All Kinds of Commodities Are Intrusted to Bailees Whose Interests Need Insurance Protection 
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Property and Casualty Insurance 


Side Lights On the Importance of Closer Understanding Between All Parties 
Connected With These Branches of Underwriting 


is one of the numerous “spe- 

cial lines” written by insur- 
ance companies. Although it is 
written particularly in connection 
with fire policies, it is furnished 
also, when desired, with certain 
other forms of coverage, such as 
steam-boiler, explosion, or tornado 
insurance. It is. the usual custom 
among the companies for use and 
occupancy insurance to be evi- 
denced by the attachment of a 
form or endorsement to the regu- 
lar insurance policy (the fire insur- 
ance policy, for example), rather 
than by issuing a separate policy. 


} an and occupancy insurance 


Both the general nature and the 
details of this type of coverage are 
well-known, of course, among those 
who are informed regarding the 
technique of underwriting, and 
among a considerable proportion 
of business men whose lines of en- 
terprise lend themselves to use and 
occupancy insurance; but among 
other persons, with some excep- 
tions, “use and occupancy” as an 
insurance phrase means little or 
nothing that is very definite. A 
better name, perhaps, would be 
business interruption indemnity (or 
insurance), and in some countries, 
other than the United States, and 
in certain parts of the United 
States, as well, this name has come 
to be rather commonly used. 


oO 


OMETHING should be said at 

the outset regarding the limi- 
tations that we shall place to the 
scope of our discussion of use and 
occupancy insurance. As already 
suggested in the immediately pre- 
ceding paragraph, the coverage 
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By AVARD L. BISHOP 


Professor of Business Administration, 
Yale University 


ARTICLE V. 
USE AND OCCUPANCY COVERAGE 


applies in a general way to losses 
involved in business interruption. 
Now the losses from business in- 
terruption may be caused in many 
different ways. For example, a 
serious windstorm may cause in- 
terruption of certain forms of busi- 
ness, and so may an earthquake, or 
a violent explosion. It is also a 
well-known fact that business may 
be interrupted through the prema- 
ture leakage of automatic sprink- 
lers or from the activities of bur- 
glars, or because of various other 
types of catastrophies, including 
fire. Interruption of business as 
the result of these causes, other 
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than the last one mentioned, would 
not come within the general field 
of use and occupancy insurance as 
we are undertaking to discuss the 
subject here. In other words, the 
only casualty necessitating use and 
occupancy insurance (business in- 
terruption indemnity) that we have 
in mind in the present discussion 
is fire. Nor is it the fire itself di- 
rectly with which we are concerned 
in use and occupancy coverage; 
rather with the indirect or conse- 
quential losses which follow the 
fire itself. 


But, it should be pointed out 
that there are various classes of in- 
direct or consequential losses re- 
sulting from fire. For example, if 
a serious fire renders an apartment 
house uninhabitable, loss of rents 
on the part of the landlord, during 
the time that repairs are being 
made, is certainly an indirect or 
consequential loss. Such loss may 
extend for several months or a 
very large proportion of a year, 
depending upon the seriousness of 
the fire and the general conditions 
in the building trades. Such pros- 
pective loss on the part of the 
apartment-house owner may be 
covered by rent or rental value in- 
surance, as contrasted with use 
and occupancy insurance as ap- 
plied to manufacturing risks. An- 
other type of consequential loss re- 
sulting from a fire is that which 
has been called by some “Excess 
Replacement Costs.” This type of 
loss would arise where a building 
that had been badly gutted by fire 
would have to be repaired or re- 
placed in accordance with certain 
building laws in force, in the par- 
ticular jurisdiction where the build- 
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ings happened to be situated, 
which call for more costly con- 
struction than though it were pos- 
sible exactly to duplicate the origi- 
nal building. Another type of con- 
sequential loss because of a fire is 
the loss of profits. Such loss, of 
course, might be covered by profits 
insurance; but, strictly speaking, 
this form of coverage might prop- 
erly be illustrated by the loss of 
profits, for example, on merchan- 
dise already produced that was 
contained in a warehouse or a 
store, let us say, but which because 
of the fire had been rendered un- 
salable. That is to say, profits in- 
surance, strictly speaking, does not 
include the expected future profits 
on goods not yet manufactured, 
from the operations of a business 
which had been interrupted by fire. 
Goods already produced—finished 
stock—are the proper subject for 
profits insurance as such. 


ower 


OR the sake of clearness, it 

may be well at this point to 
contrast the direct and indirect 
losses from fire, in order that the 
nature of the latter may be brought 
the more prominently to our atten- 
tion. The direct loss affects the 
property that is burned; it is very 
quickly brought about inasmuch as 
the fire itself is usually of short 
duration, lasting at most for a few 
hours, in the typical case, and in 
any event only until thé fire has di- 
rectly damaged or completely des- 
troyed the property in question. 

It is this direct loss or damage 
which most people, particularly 
those who have never had a fire, 
have in mind when they hear of a 
fire affecting the property of some 
other person; it is the loss or dam- 
age to the physical property—the 
factory, the warehouse, the office 
building, and so on, as the case 
may be. Such loss is covered by 
the ordinary fire insurance policy. 
This commonly-used contract was 
designed centuries ago for the pur- 
pose of indemnifying the insured 
who suffered direct loss or damage 
by fire. The loss or damage to the 
manufacturing plant or the factory 
or the warehouse that catches fire 
is, we repeat, a direct loss. If such 
property is covered by fire insur- 
ance, the insurance company or 
companies involved stand ready to 
make good the loss in accordance 
with the policy provision. It is 
this type of direct loss upon which 
the general public centers its at- 
tention. It is also true that far too 
often the insured also either over- 
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looks entirely, or pays little atten- 
tion to, any other form of potential 
loss until after the fire actually has 
taken place. 

The indirect or consequential 
loss that comes properly under the 
head of use and occupancy insur- 
ance is that type of loss which an 
owner, whether an individual, a 
partnership, or a corporate organ- 
ization, becomes very conscious of, 
sooner or later, after the direct loss 





THE 
JOURNAL 


of 


AMERICAN 
INSURANCE 


* * x 


Brings To Its Readers Each 
Month A Group Of Authora- 
tative Articles On Live Sub- 
jects by the Foremost 
Scholars of American 
Universities 











has been suffered. It is the loss of 
use of the property—the manufac- 
turing or mercantile plant—while 
the building is again being made 
ready for use or occupancy. In the 
case of a very serious fire it will 
take, in all probability, several 
months, possibly a year or more, 
to get the building rebuilt. In the 
meantime, there is the loss of prof- 
its on goods that might have been 


made, had the fire not taken place. 


This may be a very considerable 
item, depending upon such factors 
as the size of the business unit in 
question, the general demand at 
the time for its products, and the 
margin of profits which at the par- 
ticular time the fire took place 
were being reaped. But this is not 
necessarily the largest consequen- 
tial loss that has to be borne by 
the individual or company in ques- 
tion. Salaries must be paid in the 
meantime to the executives and 
other important officials. The work- 
ing force also (the organization, so 
to speak), must be kept together. 
Consequently, a considerable num- 
bers of charges must be met in or- 
der to maintain the organization 
intact ready to begin operations 
once the building is again ready 
for use. 


N one case that we have seen 

reported, the officers of the 
manufacturing company whose 
plant had suffered a disastrous fire 
found that the following essential 
payments had to be made pending 
the resumption of business: sal- 
aries of officers and of the sales 
force; fees for directors and audi- 
tors; insurance of various kinds, 
taxes, and rentals; interest on 
bonds, on bank loans, and other 
notes; dividends on stocks; pay- 
ments for advertising contracts 
previously made; lighting; pay- 
ments on certain machines that 
had been bought on the install- 
ment plan; and wages of techni- 
cally-skilled employees. These pay- 
ments, added to the loss of profits 
on goods that might have been 
produced had working operations 
not been interrupted during the 
months the plant was being re- 
built, amounted each month to a 
very substantial sum. Prosperous 
business enterprises carrying heavy 
fire insurance of the ordinary type 
have in times past been forced into 
bankruptcy because of consequen- 
tial losses resulting from a fire, 
even though it was reported im- 
mediately following the fire that 
the business enterprise was “fully 
covered” by insurance. It should 
be noted, however, that full cover- 
age by insurance, in the ordinary 
use of the term, applies to the phy- 
sical property of the company and 
has no application whatsoever, 
without special provisions there- 
for, to the consequential losses. 


The risk of having to make such 
payments as those listed above as 
the consequence of a fire is an in- 
surable risk coverable by the use 
and occupancy (or business inter- 
ruption) rider. Such coverage, we 
repeat, is not granted in the ordi- 
nary fire policy. The usual cover- 
age granted in the ordinary fire in- 
surance policy without the attach- 
ment of a use and occupancy rider 
does not include “compensation 
for loss resulting from interruption 
of business or manufacture.” This 
quotation taken directly from the 
New York standard policy form 
which, as already mentioned in 
these articles, has very wide usage 
in the United States, distinctly 
states the failure of the standard 
policy to give use and occupancy 
coverage. In other words, if such 
coverage is desired it must be pro- 
vided by the purchase of additional 
insurance evidenced by the use 
and occupancy form being attached 
to the regular fire policy. 











Property and 


Casualty Insurance 
(Continued from preceding page) 


LTHOUGH there is no single 
standard form of the use and 
occupancy rider, it is clear that in- 
demnity should be provided in this 
type of insurance to cover certain 
essentially different factors. In the 
first place, there should be, as pre- 
viously intimated, coverage, if de- 
sired, for the net profits that rea- 
sonably might have been made had 
the fire not taken place in the 
plant. This form of indemnity does 
not overlap with profits insurance 
as such, inasmuch as the latter is 
a coverage relating to goods al- 
ready produced, not goods that are 
expected to be produced by future 
operations. In other words, the 
use and occupancy coverage speci- 
fically should exclude, and, so far 
as we are aware, does exclude, lia- 
bility on the part of the insurance 
company with respect to profits on 
finished stock. 

In the second place, use and oc- 
cupancy coverage should extend to 
all fixed expenditures and pay- 
ments that the business organiza- 
tion concerned should reasonably 
incur during the time that produc- 
tion operations are necessarily sus- 
pended in whole or in part in the 
plant. It is only reasonable that 
the insurance company granting 
use and occupancy coverage should 
be liable, upon the payment of the 
proper premium, to furnish indem- 
nity for that length of time during 
which the person or firm should 
fairly be expected to rebuild or re- 
place the property that has been 
damaged by fire. No general rule 
can be laid down with reference to 
the expenditures and charges that 
would come under the terms of a 
use and occupancy rider. The na- 
ture of the business and the par- 
ticular circumstances in any case 
in question must necessarily influ- 
ence the situation. In certain busi- 
nesses where highly-skilled em- 
ployees are hired it would be rea- 
sonable to expect that these should 
be carried on the payroll during 
the total period of suspension of 
operations. In other lines of busi- 
ness where relatively few highly- 
skilled operatives are employed, a 
considerable percentage of the em- 
ployees might perhaps be dis- 
missed without serious injury to 
the business, once it has been re- 
sumed. It is rather common to in- 
sert in the use and occupancy rider 
a provision to the effect that “dur- 
ing the time of total suspension of 
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business, liability under this policy 
shall not exceed $X for each busi- 
ness day of such suspension.” The 
amount inserted here is pretty sure 
to be less than the total amount 
of loss actually suffered by the 
company. In other words, the pur- 
chaser of the use and occupancy 
coverage is for all practical pur- 
poses a co-insurer for a certain 
percentage of the loss. Coverage 
is sometimes granted, however, 
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without any element of coinsur- 
ance on the part of the purchaser, 
the coverage being virtually a 
valued coverage, inasmuch as there 
is paid by the insurance company 
a certain definite amount periodi- 
cally during the entire period of 
total interruption of business. In 
this case the insured is not sub- 
jected to the necessity of proving 
to the company periodically the 
exact amount of its actual loss on 
account of overhead, etc. 


In the third place, use and oc- 
cupancy coverage might well be 
extended to include another factor 
somewhat difficult to define. In 
certain instances where such cov- 
erage has been granted it has been 
made to include “expenses in- 
curred for the purpose of reducing 
the loss.” 

D2 

T is not possible within the lim- 

its of this article to enter into 
details with respect to the cover- 
age granted by the different forms 
of use and occupancy rider. This 
type of underwriting is highly 
technical in character and neces- 
sarily has to be adjusted in any 
particular case to meet the situa- 
tion which prevails. In this re- 
spect we are reminded of group in- 
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surance in the life insurance field. 
The ordinary underwriter is not 
always able to handle the writing 
of a group insurance policy. Simi- 
larly, it requires a man of consid- 
erable experience in the fire insur- 
ance field to grant the proper form 
of coverage that will be equitable 
as between the insured and the in- 
surer where use and occupancy 
coverage is desired. 

Use and occupancy insurance 
may properly be listed among the 
more recent types of coverage. Its 
use was very limited until within 
the last two or three decades. Due 
largely to the newness of this type 
of coverage standardization so far 
has made relatively little progress 
in use and occupancy insurance. It 
is rather generally agreed, how- 
ever, that policy forms are being 
improved and that it will be only 
a question of time before one or a 
few standard endorsement forms 
will have been evolved. 

In conclusion, it is only reason- 
able to expect that the future will 
see a tremendous development of 
use and occupancy insurance. The 
demand for this form of coverage, 
as we see it, is likely to be strong, 
once the large number of business 
organizations in this country, large 
and small, whose line of enter- 
prises are adapted to this form of 
coverage, come to an appreciation 
of the very important protection 
that use and occupancy insurance 
offers. The indispensability of the 
ordinary fire insurance protection 
for direct loss by fire is now scarcely 
questioned ; the necessity of purchas- 
ing indemnity in the event of busi- 
ness interruption following a fire can 
hardly be regarded as of any less 
importance. 

2302S 
Come To Think Of It 

Judge: “Well, John, I can give you this 
divorce, but it will cost you three dollars.” 

John: “Three dollars, boss?” 

Judge: “That’s the fee.” 

John: “Well, boss, I jes’ tell ya, I don’t 
b’lieve I wants no divorce. There ain’t 


three dollars difference "tween dem two wim- 
men.”—Alabama Rammer-Jammer. 


Ask Me Another 
The following conversation took place 
during a physical examination of freshmen. 
Dr. Bennett: “Calf?” 
Frosh: “Fourteen inches.” 
D. B.: “Thigh?” 





F.: “Twenty-six inches” 
D. B.: “Neck?” 
F.: “Yes.”—Tennessee Mountain Goat. 





Admiring the View 
Country Cousin (after prolonged inspec- 
tion of building operations): “I don’t see 
the sense of putting statues on the top of 
your buildings.” 
City Cousin: “Statues? Those aren’t 
statues. They’re bricklayers.” Hardware Age. 
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Rainfall Hazard 


(Continued from page 14) 


movement of anti-cyclonic HIGHS 
and cyclonic LOWS, that aviators 
must contend with in every flight, 
whether over land areas, or over 
water areas. Therefore, what fol- 
lows in this discussion will have a 
measure of important interest for 
air-pilots and air-transportation com- 
panies, as well as for those persons 
engaged in the underwriting of 
weather hazards. 


PLATE No. V.—Rain- 
fall Diurnals — Rainfall 
Occurrence—September. 
Correlation of days of 
the week (Thursday) 
with a tenth (0.10) of 
an inch or more of 
rainfall between the 
hours of 2 p. m. and 
9 p. m. during a period 
of twenty years (1905 
to 1924 inclusive) at 
the U. S. Weather Bu- 
reau Station, New York 
City. 


See Note A—Plate I. 
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HE altitude of the sun when it 

crosses the meridian of a place 
at noon, the length of the daytime, 
and the distance of the earth from 
the sun, are all in a_ perpetual 
state of variation, except that near 
the equator the periods of day and 
night are always equal. The dis- 
tance from the sun, of any place on 
the earth, varies by reason of the 
fact that the orbit of the earth is an 
elipse, with the sun in one of the 
foci. Therefore, the period of the 
sun above the horizon and its altitude 


PLATE No. IV—Rain- 
fall Diurnals — Rainfall 
Occurrence—Se ptember. 
Correlation of days of 
the week (Wednesday) 
with a tenth (0.10) of 
an inch or more of 
rainfall bet ween the 
hours of 2 p. m. and 9 
p. m. during a period 
of twenty years (1905 
to 1924 inclusive) at 
the U. S. Weather Bu- 
reau Station, New York 
City. 


See Note A—Plate I. 


at noon, changes from day to day, 
and from winter to summer, owing 
to the fact that the earth’s axis is in- 
clined at nearly a constant angle to 
the plane of its orbit, otherwise 
termed the ecliptic. 

The degree of these changes de- 
pends upon the amount of the in- 
clination, or the obliquity of the 
ecliptic. Laplace, in 1801, deter- 
mined that this oscillation was about 
1°-22’-34” and the obliquity 23°-28’ ; 
now regarded as 23°-5’, neglecting 
the effect of the slow precession of 
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the equinoxes. In 25,900 years pre- 
cession completes an entire cycle, 
both equinoxes returning to their po- 
sition at the beginning of it. On 
June 21st the sun has its greatest 
northern declination of plus 23°-27’, 
and on December 22nd it has its 
greatest southern declination of 
minus 23°-27’, the former corres- 
ponding to the summer solstice and 
the latter to the winter solstice. At 
these declinations the sun moves very 
little and seems to stand still, For 
this reason the ancients called the 


PLATE No. Vil— 
Rainfall Diurnals— 
Rainfall Occurrence — 
September. Correlation 
of days of the week 
(Saturday) with a tenth 
(0.10) of an inch or 
more of rainfall be- 
tween the hours of 2 
p. m. and g p. m. dur- 
ing a period of twenty 
years (1905 to 1924 in- 
clusive) at the U. S. 
Weather Bureau Sta- 
tion, New York City. 


See Note A—Plate I. 


JOURNAL OF AMERICAN INSURANCE 





sun’s place on these dates the “Sols- 
tice,” meaning the standing still of 
the sun. 

From June 21st to September 22nd 
the sun remains north of the equator, 
with its declination growing less and 
less, until finally on September 23rd 
the sun crosses the equator once 
more going southwards, at a point 
called the Autumnal Equinox. Being 
on the equator its declination is zero 
because it is 180° distant from the 
Vernal Equinox, the zero of right 
ascensions. From September 22nd 
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PLATE No. VI.—Rain- 
fall Diurnals — Rainfall 
Occurrence—Se ptember. 
Correlation of days of 
the week (Friday) with 
a tenth (0.10) of an 
inch or more of rainfall 
between the hours of 2 
p. m. and g p. m. dur- 
ing a period of twenty 
years (1905 to 1924 in- 
clusive) at the U. S. 
Weather Bureau Sta- 
tion, New York City. 


See Note A—Plate I. 


until the succeeding March of the 
same date the sun is in the southern 
half of the celestial sphere. Its south 
declination continually increases un- 
til December 22nd, when it is 23°-27’ 
south in right ascension and at the 
point of the winter solstice. [rom 
this point the sun is moving north- 
wards and always eastwards along 
the ecliptic, finally again crossing the 
equator at the Vernal Equinox on 
March 22nd. From this procession 
of changes we have the sidereal year 
(Continued on page 31 ) 








Bailees 


(Continued from page 22) 


nature or extent of his interest, and 
may recover the amount of loss or 
damage to his interest, whatever 
it may be,® unless the non-disclos- 
ure amounts to a fraud on the in- 
surer. Thus, in the Pennsylvania 
case, the pledgee took out insur- 
ance in his own name, on the 
pledged goods, without any clause 
in the policy such as “as interest 
may appear,” “on account of whom 
it may concern,” or other words 
which would notify the insurer that 
the insured had only a limited inter- 
est; it was held, nevertheless, that 
he was entitled to collect to the ex- 
tent of his limited interest. In fire 
insurance on the other hand, the 
policy usually contains a printed 
warranty that the insured is “sole 
and unconditional owner,” which 
means that if the insured is not, 
he cannot get judgment against the 
insurer, unless in another part of 
the policy the insured’s interest in 
the property is indicated to be 
otherwise. The “proprietary” in- 
terests of the bailee, above de- 
scribed, do not amount to “sole 
and unconditional ownership,”® and 
hence the bailee is not insured 
under the ordinary form of fire in- 
surance policy made out to him in 
his own name. What special pro- 
vision must be inserted in the 
policy to cover the bailee’s interest? 
While a full discussion of this 
question is beyond the limits of the 
present paper, some forms of satis- 
factory clauses may be_ noted. 
Where the description of the prop- 
erty given in the policy expressly 
states “for the amount of earned 
freight and charges, if any, there- 
on,’’® or words equally specific, the 
requirement is clearly satisfied. 
However, the description of the in- 
terest covered need not, it seems, 
be as specific as this. Any language 
which notifies the insured that the 
policy is taken out to cover the 
interests of a bailee is sufficient. 
Thus, the phrase “his own or held 
in trust for others’™* or the usual 
form of coverage, “their own or 
held by them in trust or on com- 
mission or sold but not removed,” !? 
or “in which they have an interest 
or liability,”** or “property held by 
insured as carrier or warehouse- 
man,’'* are sufficient to cover the 
bailee’s limited interest 

II. The Bailee’s Contingent 

Liability Interest 

HE bailee may be liable to the 

bailor for the loss or damage 
to the bailed chattel, either (a) be- 
cause of the bailee’s common law 
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liability for loss of, or injury to, 
the chattel, or (b) because of an 
express contract between the bailee 
and the bailor. 


(a) At common law the bailee 
is, in the absence of express provi- 
sion to the contrary, under a legal 
duty to take good care of the prop- 
erty in his possession, and is legally 
liable to the bailor for all loss or 
damage due to the bailee’s negli- 
gence. The common carrier and 
common innkeeper are liable to an 
even greater extent; their liability 
is to compensate the bailor for all 
loss or injury to the goods, regard- 
less of negligence, with certain 
defined exceptions. If, then, the 
bailed property be damaged or de- 
stroyed due to an event (e. g., a 
fire caused by the bailee’s negli- 
gence) which imposes legal liabil- 
ity therefor upon the bailee, he will 
suffer loss by reason of the occur- 
rence of the event and has therefor 
an insurable interest in the goods 
to that extent. 


The judicial decisions uphold 
this view with substantial unan- 
imity. Thus, in a Maryland case," 
a company engaged as a common 
carrier in transporting grain from 
an elevator to a steamer in the 
harbor, took out marine insurance 
on the grain on board its scows, 
“on account of whom it may con- 
cern.” The grain was lost due to 
a peril insured against, and the in- 
sured (carrier) was obliged to pay 
a judgment for $2,500 because the 
carrier was liable to the owner for 
the loss. The court held that the 
carrier could recover $2,000, the 
amount named in his policy, say- 
ing: “There can be no doubt that 
the appellee had an insurable in- 
terest in the corn for its own 
benefit—in order to indemnify it- 
self against a possible liability for 
loss.” This rule was applied by 
the United States Supreme Court 
in a marine insurance case involv- 
ing a more complicated set of 
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of the 
INSURABLE 
INTERESTS 
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facts.'6 The following statement in 
the opinion of Gray, J. (for the 
court) has often been quoted by 
other courts: 


“So a common carrier, a ware- 
houseman or a warfinger, whether 
liable by law or custom to the same 
extent as an insurer, or only for 
his own negligence, may, in order 
to protect himself against his own 
responsibility, as well as to 
secure his lien, cause the goods in 
his custody to be insured to their 
full value, and the policy need not 
specify the nature of his interest.”!7 
(To be concluded in our next issue.) 





8. Wells v. Philadelphia Ins. Co., supra, 
note 2. See Phoenix Ins. Co. v. Erie 
Transportation Co., supra, note 3; 
Willamette Navigation Co. v. Hart- 
ford Fire Ins. Co., 287 Fed. 464 (C. 
C. A., 1923). However, insurance on 
“goods” only would not cover loss of 
profits. 


. Joyce, Insurance (2nd ed.) § § 2027, 
2053, 2054. 


. As in Fire Insurance Ass’n. of Eng- 
land v. Merchants’ and Miners’ Trans- 
portation Co., 66 Md. 339 (1887). A 
similar clause is found in the policy 
involved in Kellner v. Fire Associa- 
tion of Philadelphia, 128 Wis. 233, 
106 N. W. 1060 (1906). 


See Grandin v. Rochester German 
Ins. Co., 107 Pa. St. 26, 38 (1884). 


. See Johnson v. Campbell, supra, note 
2: Brooklyn Clothing Co. v. People’s 
National Fire Ins. Co., supra, note 3. 


. See Home Ins. Co. of New York v. 
Baltimore Warehouse Co., Supra, 
note 3. 


See Washburn-Crosby Co. v. Home 
Ins. Co., supra, note 3. 


. Western Assurance Co, v. Chesapeake 
Lighterage & Touring Co., 105 Md. 
232 (at p. 248), 65 Atl. 637 (1907). 


. Phoenix Ins. Co. v. Erie Transporta- 
tion Co., 117 U. S. 312 (at p. 324), 
29 L. ed. 873, 6 Sup. Ct. 750 (1886). 
The carrier, in the bill of lading, 
stipulated that it should have the bene- 
fit of any insurance procured by the 
shipper. The shipper had insured the 
goods “on account of whom it may 
concern.” The goods were lost due to 
the negligence of the carrier, and the 
insurer, after paying the shipper, sued 
the carrier on the theory that it was 
subrogated to the shipper’s claim 
against the carrier for the negligent 
loss. The court held, however, that 
the insurance covered the carrier’s lia- 
bility for negligence, and hence the 
carrier, which by subrogation acquired 
no greater rights against the carrier 
than the shipper had, could not re- 
cover against the carrier. 


117 U. S. at p. 324. See also, as sup- 
porting the carrier’s contingent lia- 
bility interest, California Ins. Co. v. 
Union Compress Co., 133 U. S. 387, 
409, 33 L. ed. 730, 736, 10 Sup. Ct. 
369; Washburn-Crosby Co. v. Home 
Ins. Co., supra, note 3; Willamette 
Navigation Co. v. Hartford Fire Ins. 
Co., supra, note 8. 














Rating in Pennsylvania 
(Continued from page 8) 


value is $700; for $5000 of premium 
the value is $900, etc.—up to $80,- 
000 of premium or over when $2700 
is used. The reason for this limita- 
tion is apparent when we consider 
that it takes considerable payroll 
exposure to give rise to an accident 
every five years (the experience 
period) which causes a death or 
permanent total. 


The Major Permanents are used 
as reported. 


The use of multipliers is neces- 
sary for Minor Permanents because 
the payments which were made 
during the experience period were 
based on conditions existing in 
those years and on account of the 
changes which have occurred this 
experience must be translated to 
approximate present conditions. 
For this purpose the same multi- 
pliers are used which the rating 
bureau has ascertained for the pur- 
pose of translating the data used 
in making the manual rates for 
1927. Since there were no Minor 
Permanents compensated in 1921 
and 1922 they have been estimated 
hy increasing the Temporaries by 
25% (for mfg. risks) for each of 
those years and thereafter are used 
as reported. 


The Medical Costs for 1924 and 
1925 were greater than those for 
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1921, 1922 and 1923 and it is as- 
sumed the 1924-25 conditions will 


continue. Therefore the medical 
costs for 1921, 1922, 1923 are 


stepped up to the 1924-25 level by 
increasing them, 15, 10 and 5 per- 
cent, respectively. 

The multipliers used for 1927 are 
summarized as follows: 

1921 1922 1923 1924 1925 

Temporary 

Comp. Manu- 

facturing ...... 1.25 1.25 1.00 1.00 1.00 
Other Industry 1.10 1.10 1.00 1.00 1.00 
Medical Cost....1.15. 1.10 1.05 1.00 1.00 


“Expected Losses” are found by 
multiplying the manual or schedule 
premium for the risk by .60 and 
substracting .0001 of payroll. It 
should be mentioned that 40% of 
the manual rate consists of expense 
loading and before adding the ex- 
pense loading .01 per $100 of pay- 
roll was added for catastrophe loss. 
The “Realized Losses” it will be 
noted pertain to compensation pay- 
ments or loss costs only and do not 
include expense loading. There- 
fore in order to place the “Expected 
Losses” on a comparable basis with 
the “Realized Losses” it is neces- 
sary to remove the loading and the 
process just described accomplishes 
this. 


If a risk were to receive full 
credit or full penalty for the extent 
which it deviates from the ex- 
pected we could now solve the first 
part of the formula: 
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Realized Losses — Expected Losses 
Expected Losses 


and apply the resulting plus or 
minus to the manual or schedule 
rate. However, we do not use the 
full amount of the credit or the 
debit unless the payroll for the ex- 
perience period yields at current 
manual rates a premium of $80,000 
or more. This means that only the 
very large risks get the full penalty 
or benefit of their deviation. 





The Percentage of Credibility. 


OR the smaller risks a scale of 

credibility factors has been 
established depending on _ the 
amount of their premium at man- 
ual rates and resembling in prin- 
ciple the maxium value of one 
accident previously described. 
These credibility factors are ex- 
pressed in percentages of the max- 
imum allowable credit (or debit) 
instead of flat sums and the per- 
centage is applied to the results 
obtained by working through the 
first part of the formula. Thus on 
a risk with a $1000 premium at cur- 
rent manual rates the actual devia- 
tion is multiplied by 5%, which is 
the maximum allowable credit or 
the credibility factor. As the pre- 
mium at current manual rates goes 
up the credibility or extent to 
which the deviation may be be- 
lieved also increases. Thus for 
$3000 of premium the credibility 
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View Along Hamilton Walk, University of Pennsylvania 





Aviation Insurance 
(Continued from page 17) 


Statement which had been filled 
out either when the pilot regis- 
tered or when his employer applied 
for insurance to any one of the 
members of the Association. This 
information was checked up and 
certified by every means possible. 

The following is a copy of the 
finally modified code and it is par- 
ticularly interesting because it in- 
dicates the attempt of these early 
underwriters to put their judg- 
ment regarding this most impor- 
tant hazard factor on as scientific 
a basis as possible. 

Pilots Grading Code 1921 

1. Age. 

25 to 33 inclusive allow 50 points. 

Deduct 10 points for each year under 


Deduct 7 points for each year over 33. 
. Physical Condition, 

First class normal condition, allow 

60 points. 

Use judgment in making deductions. 

Training. 

For completion of course at recog- 

nized field or school allow 75 points. 
. Hours Flown (including _ training, 

cross-country and commercial). 


Points 
. Commercial Schedule (Only). 
50 hours and over 





For experience as instructor allow 65 
points. 

. Crashes (unavoidable crashes not con- 
sidered). 

For no crashes allow 230 points; for 
one crash allow 9 points; for two 
crashes not eligible for insurance. 

. Types Flown. 


One engined land plane 
Two engined land plane 
One engined sea plane 
Two engined sea plane 
Bomber 
Mono, Tri, Multi 








Rating in Pennsylvania 
(Continued from Page 29) 

rate is 9%, at $6000 it is 15%, at 

$15,000 it is 33%, etc., up to $80,- 


JouRNAL OF AMERICAN INSURANCE 


000, where it is 100%. In other 
words, it is believed that we do not 
have a perfect operation of the law 
of averages or the law of large 
numbers until we reach a payroll 
which produces a premium of $80,- 
000. Incidentally the fact that full 
credit is allowed at this point is a 
powerful argument against self- 
insurance by large risks. 

With the component parts of our 
formula now defined we may apply 
it to a specific risk. Thus let us 
suppose that the Machine Shop 
which we previously schedule rated 
is also subject to experience rating. 
The payroll on this risk for the ex- 
perience period was $905,200, 
which at the current manual rate 
of .95 would yield $8599 of premium 
and at the schedule rate of $.954 
a premium at $8636. During the 
experience period the risk caused 
actual loss payments’ which 
amounted to $7252 when translated 
according to our previously de- 
scribed method. This supplies the 
“Realized Losses” for our formula. 
The “Expected Losses” on a sched- 
ule rated basis are found by multi- 
plying $8636 by $.60 and subtract- 
ing .0001 of payroll. This leaves 
$5091 for “Expected Losses” in our 
formula. We find by referring to 
the scale of “maximum allowable 
credits” that the premium at cur- 
rent manual rates is between $8,500 
and $9000 and for which 20% is 
used as the credibility factor. 

Substituting the figures in our 
formula and solving* (see below), 
we get plus 8%. This means that 
the schedule rate on the risk is to 
be increased 8%. However, it is 
customary to quote an experience 
rate in terms of the manual rate 
even though the experience rate is 
applied to the schedule rate. It 
will be remembered our schedule 
rate was expressed as 100% of the 
manual rate therefore, if we in- 
crease the schedule rate 8% it is 
108% of the manual rate and that 
is the way the experience rate on 
the Machine Shop would be stated. 


Liability Insurance 
(Continued from Page 11) 


The following injuries are ex- 
cepted: Those caused by any person 
employed by the insured on an ele- 
vator in violation of law; by any ele- 
vator not mentioned in the applica- 
tion; those the result of structural 
alterations (unless by permission of 
the company) ; or caused by any one 


of enumerated hazards covered by 
other policiés, as automobile, teams, 
etc. 

(3) The company promises to 
settle or pay out of court all claims 
or suits if expedient in its estimation. 
A large percentage of claims are 
terminated in this manner. 

(4) Finally, the company prom- 
ises to pay awards and costs assessed 
against the insured in a suit; all ex- 
penses of defense incurred by the 
company; interest on judgments, if 
any ; and the expense incurred by the 
insured for immediate surgical relief. 
This promise to pay has placed upon 
it two limitations; one by the so- 
called policy limits, the other by the 
“other insurance” clause. 

230s 


S in all third party insurance, 
where there is no definite 
amount at risk, miscellaneous public 
liability policies have no face value. 
The company, unwilling to assume a 
hazard which potentially runs into 
the thousands and hundreds of thou- 
sands, therefore establishes so-called 
policy limits to the amount of indem- 
nity for a specified premium. As in 
the other lines, the usual limits are 
$5-10, which means that the maxi- 
mum liability of the company for 
injuries or death to one person is 
$5000, and for any number of per- 
sons in one accident $10,000. It 
is important to note that sometimes 
policy limits apply only to the prom- 
ise of court award indemnity and not 
to other expenses which will be paid 
in addition. A policy with higher 
limits than the standard $5-10 may 
be secured if desired, the premium, 
for example, for all but  extra- 
hazardous classifications being 120 
percent of the standard premium for 
$10-20; 129 percent for $20-25; 152 
percent for $50-200, and so on. 

The “other insurance” clause is 
similar to that found in all property 
damage and liability policies. It pro- 
vides that the insuring company is 
liable for loss (and/or expense) 
only in the proportion that the 
amount of its policy bears to the 
whole amount of valid and collect- 
ible insurance. 

(To Be Continued ) 


Well Hooked 
Father: “Isn’t that young man rather 
fast?” 
Daughter: “Yes, but I don’t think he'll 
get away.”—Ski-U-Mah. 


Be Specific 
Any player or players using obscure 
language will at the request of the umpire 
leave the grounds.—lIllinois Paper. 








*$7252. (Realized Losses) —$5091. (Expected Losses) x 20% 


$5091 


(Maximum. Credibility) 








Rainfall Hazard . 


(Continued from page 27) 


(the interval of time between two 
successive returns of the sun to the 
same star) of 365 days, 6 hours, 9 
minutes and 9.3 seconds; also the 
astronomical year, as commonly used, 
being the interval between two suc- 
cessive returns of the sun to the same 
equinox; its length being 365 days, 
5 hours, 48 minutes and 46 seconds. 
The sun’s diurnal path at the equi- 
noxes of March and September is the 
celestial equator, being the Tropic of 
Capricorn at the winter solstice and 
the Tropic of Cancer at the summer 
solstice. These tropics are circles of 
the celestial sphere drawn parallel to 
the equator and 23°-30’ north and 
south of it. Within this area the 
climate of the temperate zone is 
slightly affected by the obliquity of 
the ecliptic, while it exercises a very 
considerable influence on the climate 
of the polar regions. A therm is the 
amount of heat required to raise one 
gram of water at maximum density, 
one degree centigrade. A thermal 
day represents the number of heat 
units received at any place on the 
earth’s surface between sunrise and 
sunset. The thermal equator is the 
line which passes through the places 
of greatest heat registered on the sur- 
face of the earth. If, therefore, 
365.24 thermal days represent the 
present total annual quantity of heat 
received at the equator from the sun, 
then 151.59 thermal days will rep- 
resent the quantity of heat received 
at the Poles. When the obliquity of 
the ecliptic is at the maximum as- 
signed by Laplace the quantity of 
heat received at the equator would 
be 363.51 thermal days, and at the 
poles 160.04 thermal days. The 
equator would, therefore, receive 1.73 
thermal days less heat, and the poles 
8.45 thermal days more heat, under 
the terms of the comparison, at 
which the minimum obliquity is re- 
corded as 23°-28’ and the maximum 
as 24°-50’-34”. During this range of 
obliquity the poles would receive 19 
heat rays for every 18 due at the 
minimum reading, under which con- 
ditions the poles would receive about 
the same heat as recorded at latitude 
76. 


The increase of obliquity would 
not sensibly affect the polar winter, 
but would materially affect the con- 
dition of the polar summer. The in- 
crease of 845 thermal days at the 
poles would produce, all other things 
being equal, a rise in the mean an- 
nual temperature of from 14 to 15 
degrees. This change would favor 


an increase in precipitation within the 
polar circles, in the form of snow, in- 
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crease the movement of glaciers and, 
in consequence, the flow of icebergs 
to the open polar seas and beyond. 
When the effects of eccentricity and 
obliquity are combined in the hemis- 
phere whose winter occurred in the 
Aphelion would be under a condition 
of high glaciation, while the othér 
hemisphere having its winter in peri- 
helion, would be enjoying a warm 
and equable climate, but attended 
with greatly increased precipitation, 
unsettled weather and storms. These 
conditions might exert a considerable 
influence upon the upper limits of the 
temperate zone in both hemispheres. 
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County Base Maps. One of the 
latest products of the organization of 
which Colonel Finley is the manager, 
is a series of newly developed county 
base maps. These maps are of the 
utmost convenience in charting data 
of any kind, being drawn to scale and 
accurate in every detail. They are 
available for any county of any state, 
(The forty-eight states of the Union 
contain 3,075 counties, exclusive of 
the District of Columbia) and come in 
several sizes ready punched for filing 
in ring. binders. Those interested 
should communicate with the Na- 
tional Storm Insurance Bureau, 511 
East 164th Street, New York City. 


The first part of Colonel Finley’s article above will be of special interest 
if read in connection with Professor Sweeney’s discussion of aviation in this 
same issue, beginning on Page 15—EnpitTor. 


BITS OF Wit 


Counter Shopping 


Judge: “Guilty or not Guilty?” 
Female Prisoner: ‘“Er—what else have 
you ?”—Boston Transcript. 





Naming the Twins 


“So you have got twins at your house,” 
said Mrs. Besumbe to little Tommy. 

“Yes, ma’am, two of ’em.” 

“What are you going to call them?” 

“Thunder and Lightning.” 

“Why, those are strange names to call 
children.” 

“Well, that’s what pa called them as 
soon as he heard they were in the house.” 

—Answers 





Life’s Darkest Moment 


The return to the home town of the 
“local boy” who has made good in the 
big city is rarely, we have understood, 
what it might be: In connection with this 
we have to report the particularly sad 
experience of a young banker who, after 
eight years of absence, alighted at the 
station of the town of his birth. There 
was, despite his expectations, no one on 
the platform whom he knew. No one. 
Discouraged, he sought out the baggage 
master, a friend since boyhood. To him 
at least he would be welcome, and he was 
about to extend a hearty greeting, when 
the other spoke first. 

“Hello, George,” he said. Goin’ away?” 

—New Yorker. 





Behind the Door 


“John, I wish you’d bring me home 
one of those tabloids.” 

“The kind you take with a glass of 
water ?” 

“No; the kind you take with a grain of 
salt.”"—Boston Transcript. 





We Sympathize 
The point is, now is the right time to 
use all kinds of exterminators: Moth, 
Roach, Bed Bug, Rat, Lice and Flea. 
We have them !—Ad in a West Virginia 
paper. 


Had Bridget’s Number 


Plumber: “I’ve come to fix that old 
tub in the kitchen.” 
Youngster: “Mama, here’s the doctor 


to see the cook.” —Cynic. 


Life’s Little Trials 


“Pa, what’s the difference between a 
hill and a pill?” 

“T don’t know, my son, unless it’s that 
a hill is high and a pill is round—is that 
it ” 


“Naw! A hill is hard to get up*and a 
pill is hard to get down.” 
: —Boston Transcript. 


Grave Oversight 


An empty medicine bottle, the contents 
of which have not been analyzed, was 
found in the burned clothes. 

—Salt Lake City Tribune. 





Easy Range 


“Does Big Joe live near here?” said the 
immigrant. 

“Nope,” said the cowboy. 

“Well, where can I find his neighbor, 
Long Sam?” 

“T am Long Sam,” said the cowboy. 

“But they told me,” said the immigrant, 
“that Big Joe lived within guns.ot of 
you.” 
“That is right,” said the cowboy, “he 
did.” —Tit-Bits. 


Always Wagging 


“Some people,” said Mrs, Knagg, “have 
eyes and see not, ears and hear not.” 

“But never tongues and talk not,” 
growled her husband. —Ex. 


Conscientious Witness 


The old-time practise of kissing the 
bride received a jolt at a recent Rowan 
County wedding when an awkward-look- 
ing guest was asked if he had kissed the 
bride, and replied: “Not lately.” 

—Hardware Age. 
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Twin Mutual Group 


Grain Dealers Mutual Fire 
Insurance Company 


Automobile Mutual Fire 
Insurance Company 


Automobile Mutual Liability 
Insurance Company 


Beacon Mutual Fire 
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Test Your Brakes 
Regularly 


Without good brakes any car 
is a dangerous death machine. 
For no car is ever under control 
if the brakes don’t respond in- 
stantly, surely and positively. 


Insofar as accidents are con- 
cerned, insofar as the relations 
of your car with respect to 
others is concerned, your brakes 
are the most vital part of the 
machine you drive. 


Next to your own carefulness 
they are your greatest single 
element of safety. They should 
be tested regularly and tight- 
ened regularly. 


No locomotive is ever allowed 
to carry its priceless cargo of 
human lives until every part of 
it has been checked for safety’s 
sake. 


The lives that your car is res- 
ponsible for are no less priceless 
—and your car is not equipped 
to discharge its responsibility 
unless the brakes are in good 
condition. 


See to it that they are tight- 
ened regularly. Help reduce the 
number of accidents. Think 
Safety. 
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PURCHASING 
for PROFIT 


©PROFIT consists as much in saving as in 
making money. When you buy insurance 
don’t overlook the saving that the Lumber- 
mens Mutual Casualty Company can make 
for you. 


Mutual insurance as a substantial, responsi- 
ble business enterprise is gaining favor every 
day of every year. Far-seeing business men 
are coming more and more to realize the 
possibilities of the principle of co-operation 
as applied to their insurance problems. 


Are you realizing on our saving? 
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Lumbermens Mutual Casualty Company 
JAMES S. KEMPER, President 


Pantheon Building Chicago, U. S. A. 


ATLANTA BUFFALO NEWARK PHILADELPHIA ST. LOUIS 
BALTIMORE MILWAUKEE NEW YORK PITTSBURGH SYRACUSE 
BOSTON MINNEAPOLIS OMAHA SAN FRANCISCO TORONTO 


Annual Cash Dividends to Policyholders Since Organization 
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